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CHAPTER ! 


INTRODUCTORY 


In terms of the revenue it brings, Central 
Excise is the largest single tax levied in India. 
On the latest figures available (1973-74 Budget), 
it yields over Rs. 2,700 crores and constitutes 
nearly 54% of the tax revenue of the Union 
Government. The manner of its levy is, there¬ 
fore, of considerable importance. Our Com¬ 
mittee has been entrusted with the task of 
reviewing the relevant procedures with refer¬ 
ence to intended objectives and actual opera¬ 
tion. We have also been asked to examine the 
organisational and administrative set up of 
Central Excise. Our Report is submitted in 
two volumes. Volume I deals with Procedure 
and Volume II with Organisation. The terms 
of reference, the stages of our enquiry and the 
scheme of this Volume are explained in the 
present Chapter. We may begin with a very 
brief account, to be later elaborated, of the his¬ 
torical background of the enquiry in so far as 
it concerns procedure. 

t 2. For a quarter of a century, from 1943 to 
1968, the standard pattern of excise levy and 
collection was for the official concerned to as¬ 
sess duty, verify payment, and supervise clear¬ 
ance before the goods produced were allowed 
to be removed from the factory. In addition, a 
“gate pass” was prescribed in 1949. This had 
to accompany each consignment of goods. 
Each gate pass had to set out the relevant parti¬ 
culars and be countersigned by the assessing 
officer. Some years later, it was decided to 
make a selective start with a more flexible pro¬ 
cedure. In 1956-57 and again in 1962. certain 
commodities were brought under what was 
termed an audit type of control. This enabled 
the goods to be cleared without the prior in¬ 
tervention of an excise officer for either assess¬ 
ment of duty or of countersignature of the 
gate pass. The adoption of this procedure was 
at the time, optional. Thereafter, on June I, 
1968, Government introduced what is known 
as the Self Removal Procedure (SRP). The 
new procedure was extended on a compulsory 
basis to some 59 commodities. Under this 
scheme, excisable goods produced by a manu¬ 
facturer could be cleared by him after he had 
determined the duty liability himself, without 
a central excise officer having to be present for 
assessment or clearances. On August 1. 1969, 
the procedure was made applicable to all other 
excisable commodities as well, with the only 
exception of unmanufactured tobacco. Any new 
additions made from time to time to the list 
of excisable commodities also fall within the 
purview of SRP; but they are first placed under 
physical control for three to four months. 

3. On May 28. 1971, when the budget of the 
Central Government for 1971-72 was presented 


to Parliament, the Finance Minister said that 
he proposed to set up a Committee to review 
the Self Removal Procedure with a view to 
suggesting improvements which could reduce 
the leakage of revenue. It was in pursuance of 
this statement that the Central Excise (Self Re¬ 
moval Procedure) Review Committee was set 
up under Government ■ of India. Ministry of 
Finance (Department of Revenue & Insurance) 
Resolution F. No. A-ll0l3/E/134/71-Ad.IV 
dated the 11th October, 1971. The initial 
composition of the Committee was as 
follows:— 

(i) Shri B. Venkataoniah 
formerly Member, Planning 
Commission, and now Chairman, 

Rural Electrification Corporation 

Ltd. . Chairman 

(ii) Shri Bhaskar Mitter, 

formerly President, the Associated 

Chambers of Commerce and 

Industry of India Member 

(iii) Shri G. B. Newalkar, 

Chairman, Maharashtra Small Scale 
Industries Development 

Corporation Ltd. Member 

(iv) Shri K.R.K. Rao, 

Senior Economist, National Council 
of Applied Economic Research, 

New Delhi Member 

(v) Shri S.P. Kampani, 

Member, Central Board of Excise & 

Customs and ex-offu.io Joint 

Secretary to the Government of 

India Member 

(vi) Shri Lachman Dev, 

Indian Customs & Excise Service Secretary 

Shri S. P. Kampani’s place has since been 
taken by Shri J. Banerjee who succeeded him 
as Member, Central Board of Excise & Cus¬ 
toms and ex officio Joint Secretary to the 

Government of India. 

4. The terms of reference of the Committee 
are reproduced lie low:— 

(1) To review the working of the Self Re¬ 
moval Procedure Scheme in the Central 
F.xcise Department in all its aspects includ¬ 
ing and analysis of its merits and demerits 
vis-a-vis the previous system of physical 
control and particularly enquire: 

(a) to what extent the Self Removal Pro¬ 
cedure has achieved the objectives set out 
when the Scheme was introduced; 

(b) . whether the Self Removal Procedure 
has led to or afforded greater scope for, 
evasion of Central Excise duty and if so, 
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to assess the magnitude, of such evasion 
and also whether such evasion is con¬ 
fined to any particular industry/ indus¬ 
tries or any sector of the industry / indus¬ 
tries and the causes thereof; and, 

(c) to recommend changes considered 
necessary in existing Rules and/or pro¬ 
cedures to plug the loopholes leading to 
evasion of duty. 

(2) To examine whether there are any items 
in the Central Excise Tariff (excluding to¬ 
bacco) which, having regard to the safety 
of revenue, are not suited to he cleared 
under the Self Removal Procedure in its 
present form and if so, to suggest modifi¬ 
cations or alterations in the inode of assess¬ 
ment and collection of duty on such items 
and suitable Rules and/or procedure 
therefor. 

(3) To examine the existing organisational 
and administrative set up of the Central 
Excise Department employed for levy and 
collection of Central Excise duties under 
the Self Removal Procedure, and to advise 
the Government in the light of the sugges 
tions and recommendations made with re¬ 
ference to (1) and (2) above, on such re¬ 
organisation as may be considered neces¬ 
sary, keeping also in view the various 
agency functions (like those under the Cus 
toms, Gold Control and other Acts) which 
the Central Excise Department is at pre¬ 
sent entrusted with, and 

(4) to make any other recommendations 
germane to the objectives of this investiga¬ 
tion. 

5. The Committee’s terms of reference do 
not extend merely to a review of the working 
of SRP. They cover practically the entire gamut 
of the Excise Department’s activities with 
which SRP is intertwined. The enquiry may be 
said to extend to excise procedures generally 
(with the exception of those pertaining to un¬ 
manufactured tobacco) and to the entire orga¬ 
nisation concerned with the implementation of 
those procedures. 

6. Soon after the Committee was appointed, 
a Press Note was issued inviting all interested 
parties to send their suggestions on matters 
covered by the Committee’s terms of reference 
(Annexure 1). Copies of the Press Note were 
also sent to a large number of Associations. 
Federations and Chambers of Commerce. 

7. Our first meeting was held in November, 
1971. We considered the terms of reference, de¬ 
cided on future procedure and discussed the 
lines on which a detailed questionnaire might 
be formulated. The draft questionnaire was dis¬ 
cussed in February and March, 1972, and issued 


early in April, 1972 (Annexure 2). It was 
ly devoted to procedure. A supplem 
questionnaire on organisation was isst 
July, 1972 (Annexure 3). The general qu 
naire was issued to 1319 Chambers of Con 
and Trade Associations, (ifi representati 
manufacturers, 311 Members of the C 
Advisory Council and Regional Advisory 
mittees, and a large number of department 
cers, in addition to officers of the Centr; 
State Governments. The supplementary i 
onnaire was sent to the Chairman and Me 
of the Central Board of Excise & Guston 
to departmental officers in dilferent pa 
the country. The latter were requested i 
tribute copies among their staff. The 
for submission of replies to the two qu< 
naires were extended in response to re 
received from several Chambers of Comi 
Trade Associations and other interests, 
we received 298 replies to the two qu< 
naires from various sectors of the industr 
different individuals, official and non-o 

8. Between March and June, 1972, a 
number of representations was received t 
Committee from various interests conr 
with the match industry. Widespread et 
of excise duty was alleged as also prevaler 
other abuses detrimental to the match i 
try as a whole. Other representations t 
same effect were forwarded to us by the I 
try of Finance. Several delegations repr 
ing the match industry met the Chairm; 
the Committee and urged that the prol 
facing the industry required immediate ; 
tion. Accordingly, the Committee visite 
number of important centres of the n 
industry, including Madurai, Sivakasi 
Gudivatham and studied the problem in 
depth. A Special Report on the match i: 
try was submitted to Government on Jul 
1973 (Appendix). Many, of the recomnn 
lions made in this report were accepte 
Government and have since been impleme 

9. The interval between the issue of the i 
tionnaires and the receipt of replies was t 
ed by us to visit a number of represent 
industrial units in order to study at first 1 
the working of the self removal procei 
These visits were paid not only collectivel 
the Committee in a large number of cases 
also individually by the Chairman and c 
Members as and when possible. During t 
visits we had the opportunity of detailed di 
sion and exchange of views with representa 
of the industries and the departmental off 
concerned. A list of the industrial units vif 
is annexed (Annexure 4). 

10. We commenced recording oral evid' 
in January, 1973 and for this purpose vis 
Bangalore, Cochin. Calcutta, Bombay, Gaul 
Jorhat, Shillong, Madras, Hyderabad, Kar 
and Jaipur, in addition to Delhi. We helt 
sessions in all at these centres. Altogether, 
interviewed representatives of 65 Chamber: 
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Commerce and Trade Associations, 32 indivi¬ 
dual manufacturers and 135 representatives of 
different professions, staff associations and offi¬ 
cers connected in various capacities with the 
Central Excise Department. We also drew on 
the valuable experience of retired officers who 
had held different positions in the Department 
during the course of their service. A list is 
annexed (Annexure 5) of those who tendered 
evidence before the Committee at various 
places. The list includes names of officers with 
whom we had detailed, but informal, exchange 
of views. In addition to a large number of 
Collectorates, Divisional Offices and Range 
offices, we visited several institutions connected 
with Central Excise such as the Central Train¬ 
ing Institute, the Central Revenues Control 
Laboratory and the Statistics and Intelligence 
Branch in Delhi. 

11. While this part of our Report (Volume 
I on Procedure) is being submitted in Septem¬ 
ber, 1973, we have sought and obtained Govern¬ 
ment’s permission to submit the other part 
(Volume II on Organisation) by the end of De¬ 
cember, 1973. These extensions of the period 
initially specified (viz., upto June 30, 1972) 
have been occasioned By the wide scope of the 
enquiry and the time necessarily taken by the 
various stages of the task of which we have 
given some indication above. 

12. We would record our appreciation of the 
contribution made to our discussions bv Shri 
S. P. Kampani, former Member of the Central 
Board of Excise 8c Customs who is no longer 
on the Committee. We benefited from his 
long experience of central excise in different 
parts of India and as Member of the Central 
Board of Excise 8c Customs. 

13. Our thanks are due to Shri V. Gauri 
Shankar, Director of Receipt Audit, Office of 
the Comptroller 8c Auditor General, who, in 
response to a special invitation, attended many 
of our sessions from July, 1973, onwards and 
ably assisted us on several issues including in 
particular, those which concerned audit. While 
beholden to him for his advice, we need hardly 
add that we as a Committee are solely responsi¬ 
ble for the views here expressed and that no 
part thereof carries any commitment on his 
part or that of audit. 

14. We are grateful to the Finance Secretary 
(Shri M. R. Yardi) and to the Chairman and 
Members of the Central Board of Excise 8c 
Customs (Shri Jasjit Singh. Shri M. G. Abrol, 
Shri K. Narasimban and Shri S. Venkatesan) 
who, along with their colleagues, not only ligh¬ 
tened our task by wholehearted co-operation at 
all stages, but also enabled us to draw on their 
long and intimate experience of fiscal matters 
generally and excise administration in parti¬ 
cular. Our thanks are also due to several 
other experienced administrators, serving or 
retired—some of them past Chairman and 
Members of the Board or ex-Collectors of Ex 
2—8 DOST & OF./74 


cise—who communicated their views to us per¬ 
sonally or in writing. 

15. Each of us individually and all of us as> 
a Committee view with warm appreciation the 
part played by Shri Lachman Dev as Secretary. 
No choice could have been better, no associa¬ 
tion happier. It has been clear to us, as the 
enquiry progressed, that Shri Lachman Dev’s 
knowledge of excise procedure is unrivalled and 
his understanding of the relevant problems 
both deep and sympathetic. The Committee and 
the Report have gained greatly by his assis¬ 
tance. On his part, this has meant long hours, 
hard work, and conscientious devotion to duty 
despite considerable strain. 

16. On the secretariat of the Committee fell 
the arduous work of analysing voluminous 
data, preparing numerous notes, and handling 
a very large number of statements and docu¬ 
ments. They performed the task with ability, 
thoroughness and promptness. Our thanks are 
du: to each and every member of the staff for 
their individual effort no less than their effici¬ 
ent. operation as a team. While it is not possi¬ 
ble to nam~ all of them, we would record our 
special appreciation of the valuable contribu¬ 
tion made by Shri Lajja Ram and Shri B. 
Prasad, Assistant Secretaries, who are with us 
at the time of submission of this Report, and 
by Shri Gopal Prasad, also Assistant Secretary, 
who retired some months ago. We should also 
like to place on record our appreciation of the 
excellent work done by Research Officers S/ 
Shri S. D. Mathur, R. N. Johri, Saroop Singh 
and j. C. Kanwar. as also by Shri D. Mehta 
who left the Committee some time ago on pro¬ 
motion.- Our special thanks and appreciation 
are due to Section Officer Shri Jagdish Raj 
and to the personal staff attached to the Chair¬ 
man and the Secretary (namely, S/Shri M. M. 
Lala, M. R. Sharma and Chuni Lai). They 
worked cheerfully and hard and helped to en¬ 
sure the smooth running of the organisation. 

17. We must express our thanks to the 
Indian Statistical Institute for permitting Dr. 
S. D. Tendulkar of their Planning Unit to as¬ 
sociate himself with some of the statistical ex¬ 
ercises conducted by the Secretariat. We are 
thankful to Dr. Tendulkar for assisting us to 
formulate our views in the light of these exer¬ 
cises. The responsibility for the views is of 
course solely that of the Committee. 

18. This Volume, as already stated, deals 
with Procedure. It is divided into three Sec¬ 
tions. The first section traces the background 
of the enquiry and the evolution of different 
systems of excise levy and collection. It pro¬ 
ceeds to give a descriptive account, first of the 
pre-SRP and SRP stages, and then of the tax 
structure itself in so far as it pertains to excise 
duties and exemptions therefrom. The secotid 
section which deals with Data and Evidence, 
is devoted to a detailed review of SRP both 
generallv and in specific relation to commodi¬ 
ties and producers. It closes with a Chapter 



4 


on Evasion. The third section outlines the 
broad framework of control envisaged by us 
and sets out our suggestions on various aspects 
of the procedural patterns we recommend for 
different sectors. In explanation of these re¬ 
commendations we point out that the present 
need is for a SYSTEM OF SELECTIVE CON¬ 
TROL which, without deviating from the es¬ 
sence of SRP, is so devised as to accommodate 
within its framework different patterns of con¬ 
trol for different categories of industries. The 
concluding chapter of this section lays emphasis 


on two aspects. First, we point out that the 
patterns recommended should be viewed as 
parts of an integrated system and that, there¬ 
fore, the framework of selective control should 
be considered in its entirety for purposes of 
implementation. Second, we urge that the re¬ 
forms recommended in this Volume may be 
regarded as only the first step in the extremely 
important process of simplifying and rationali¬ 
sing not only excise procedures, but also the 
entire structure of excise taxation including 
tariff and exemptions. 



CHAPTER 2 
HISTORICAL 


The principal task assigned to the Committee 
is to review the working of the Self Removal 
Procedure scheme in all its aspects, including 
an analysis of its merits and demerits vis-a-vis 
the previous system of physical control. In 
this context it would be worthwhile to recall 
the various stages through which the adminis¬ 
tration of excise levies in India has evolved in 
recent times. Briefly stated they are: 

(1) the Pre-1943 stage when duty was 
collected largely in arreas (except for 
matches); 

(2) the Physical Control stage which was 
introduced in 1943, and of which the 
essential ingredients were prior assess¬ 
ment of goods, prepayment of duty 
and physical supervision over clea¬ 
rances; 

(3) the 1956-57 stage of peripatetic control 
and the audit type of control evolved 
in 1962; and 

(4) the Self Removal Procedure (SRP) in¬ 
troduced in 1968. 

2. The following paragraphs trace the evolu¬ 
tion of excise procedures through these stages. 

(1) Pre-1943 Stage 

3. I'he duty on salt can be said to be the 
earliest modern excise levy in India. For many 
years, it was an important source of revenue to 
the Government. The levy and collection of 
duty on salt followed different patterns in di¬ 
fferent areas. But a certain degree of uniformity 
was achieved in 1870 when the rate of excise 
duty on salt was fixed at Rs. 2.50 per maund 
throughout India. The salt-producing Indian 
States (like Kathiawar, Cutch and Travancore- 
Cochin) continued, however, to have their own 
distinct systems of administration. 

4. In 1894, a duty of excise was imposed on 
cotton yarn of counts above 20s. This was de¬ 
signed to improve the competitive position of 
lancashire cloth in the Indian market. Two 
years later this was replaced by a duty on mill- 
woven cloth. In 1917 duty was levied on motor 
spirit, followed five years later by duty on kero¬ 
sene. The duty on cotton goods was abolished 
in 1925. In the thirties, duties of excise came 
to be extended to several other commodities 
including sugar, matches and steel ingots. 

5. Until 1938, central excise duties were ad¬ 
ministered largely by the Provincial Govern¬ 
ments, and the pattern of control differed from 
Province to Province. With the growth of in¬ 
dustries and extension of the field of taxation, 


the need for a central organisation was felt 
and, in 1938, a department of Central Excise 
was created and added to the Salt Depart¬ 
ment. 

6. The practice upto 1943 was that on each 
occasion when a commodity was brought under 
excise, the legislative Assembly would pass a 
self-contained piece of legislation under which 
separate rules could be framed for levy and 
collection in respect of that commodity. These 
measures took into account the special require¬ 
ments of each levy and gave each commodity 
the treatment appropriate to it. The method 
of collection differed from commodity to com¬ 
modity, but generally speaking duty was realis¬ 
ed after the goods produced had been cleared. 
For motor spirit and kerosene, for example, 
duty was required to be paid within seven days 
of the close of the month, while in the case 
of sugar it had to be demanded by the Excise 
Officer on the basis of a return furnished by 
the manufacturer and was required to be paid 
before the close of the following month. The 
duty on tyres was worked out in the same way 
but was required to be paid within ten days 
of the service of the notice of demand. On 
steel ingots duty was recovered on the quantity 
produced and not on the quantity cleared. 
Collection of duty on matches was, however, re¬ 
gulated by a special procedure under which 
banderols had to be purchased from the trea¬ 
suries on payment of duty and matches could 
be delivered from the factory only after the 
appropriate banderols had been affixed to 
them. The licensing of factories was also con¬ 
fined to matches, no licences or bonds etc. be¬ 
ing prescribed for other manufacturers. 

(2) Physical Control 

7. The next stage was to consolidate the di¬ 
fferent laws made from time to time for indi¬ 
vidual commodities. This was done in the 
Central Excises and Salt Act, 1944. Certain 
general provisions were made applicable to all 
goods, while special provisions were retained 
in respect of some of the commodities. It was 
about this time that the concept of physical 
control, together with that of prepayment of 
duty, came to be introduced for the first time. 
Initially, the principle of prepayment was ap¬ 
plied only to “unmanufactured tobacco” and 
“vegetable product” on which duty was im¬ 
posed in 1943. Thereafter it was extended to 
all commodities. There were several factors 
which influenced the change. In the case of 
unmanufactured tobacco it was considered im¬ 
practicable, in view of the nature of production 
and the pattern of distribution, to realise duty 
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after tobacco bad been delivered for consump¬ 
tion. It was then felt that, if for a major re¬ 
venue earner like tobacco it was necessary to 
insist on prepayment of duty there was no 
reason why collection in arrears should con¬ 
tinue to apply to other commodities. Added 
to this was the experience with some of the 
sugar factories which had defaulted in pay¬ 
ment of duty with the result that large am¬ 
ounts had gone into arrears. Moreover, since 
in theory and law the duty became payable as 
soon as the stage reached was that of produc¬ 
tion of excisable goods, it was felt that the 
system of payment of duty after removal of 
such goods unduly widened the interval bet¬ 
ween accrual of liability and actual payment. 
The “physical control” system thus became the 
general rule. It was reinforced in 1919 by the 
introduction of the “gate pass”. This docu¬ 
ment. which had to accompany every consign¬ 
ment of excisable goods had in each case (other 
than exempted small units) to be countersigned 
by the appropriate officer of the Central Ex¬ 
cise Department. The system of physical con¬ 
trol also entailed various other checks includ¬ 
ing a survey of the producing unit and- super¬ 
vision over production, packing and storage. 

8. So far as the Indian States (as distinct 
from British India) were concerned, the collec¬ 
tion of duty on goods produced within their 
territories was managed by the States them¬ 
selves. They had, however, been persuaded to 
follow more or less the same pattern and rates 
as obtained in British India. After Indepen¬ 
dence, the different systems of excise were pro¬ 
gressively unified and the process was complet¬ 
ed with the Federal Financial Integration of 
States in 1950 and the subsequent merger of the 
French and Portugues enclaves with the Union. 

9. In 1954, when duty was imposed on rayon 
or artificial silk fabrics, it was realised that it 
would not be administratively feasible to bring 
under full physical control the large number 
of small individual units producing these fab¬ 
rics. A year later, the same difficulty was felt in 
relation to cotton fabrics. This arose from the 
withdrawal of certain exemptions which till 
then had operated in favour of factories which 
confined themselves to weaving, i.e., which did 
not have spinning plants. As a result of the 
withdrawal, a number of relatively small weav¬ 
ing concerns (powerlooms) were brought with¬ 
in the purview of excise. This led to the in¬ 
troduction of a procedure whereby powerloom 
units could opt, as an alternative, for what is 
commonly known as the “compounded levy- 
system”. Under this system, the producer can 
discharge his duty liability by paying a lump 
sum amount determined with reference to the 
equipment installed or employed by him and 
the hours or shifts for which that equipment 
is employed over a given period. In subsequ¬ 
ent years, the scheme has been extended to 
icveral other fields of production. 


10. The physical control system continued 
to hold the field for several years. It however 
came in for a good deal of criticism. For ex¬ 
ample, it was urged before the Taxation En¬ 
quiry Commission, 1954 (at a time when the 
number of excisable commodities was less than 
twenty), that physical controls interfered with 
the manufacturing processes, were an expensive 
mode of collection for the Government and were 
at the same time highly irritating to the produ¬ 
cers. It was suggested that the procedures 
should be simplified with a view to duty being 
collected on the basis of audited accounts, sub¬ 
ject to such conditions as the Government 
might lay down. Examining the question at 
some length, the Commission at that time ob¬ 
served (in volume II of their Report): 

“We are therefore unable to accept the argu¬ 
ment that physical supervision by central ex¬ 
cise officers is too expensive a mode of collec¬ 
tion of duty on manufactured articles. We 
are of the opinion that the existing system 
is advantageous both to the manufacturers’ 
interests and to the administration alike...’’. 


(H) Audit Type of Control 

i i. Criticism, however, continued to be level¬ 
led against the physical control system. In 
1-958, some thirteen cement factories on the 
one side and the manufacturers of steel ingots 
on the other were exempted, as an experiment¬ 
al measure, from the operation of physical con¬ 
trol so far as production and clearance were 
concerned; the principle of prepayment of duty 
was, however, not relaxed. The factories were 
required to make advance deposits of duty in 
a revolving ‘account current” against which 
goods could be cleared. In addition to the 
annual accounts which had to be audited, spe¬ 
cial accounts were prescribed which were to be 
verified at weekly intervals by peripatetic teams 
of excise officers. However, in May, 1957, when 
duty rates on cement and steel were raised sub¬ 
stantially from Rs. 5.00 and Rs. 4.00 per ton 
respectively to Rs. 20.00 and Rs. 40.00 per ton, 
the procedure was no longer considered appro¬ 
priate and was withdrawn. 

12. Li their fifty-seventh report present to 
the second Lok Sabha on April 27, 1959, on 
the Central Excise Department, the Estimates 
Committee referred to “the possibility of adop¬ 
ting a simplified procedure of collecting du¬ 
ties”, impliedly on the basis of returns furnish¬ 
ed by the assessees. On this the Department 
made tire following observations: 

"The question of simplified procedure for 
levy and collection of duties has been con¬ 
sidered from time to time. Even the Taxa¬ 
tion Enquiry Commission went into the 
matter but came to the conclusion that under 
the rondilitens existing in India, today, phy¬ 
sical control seems inescapable. The goods 
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themselves form the pi incipal security for 
tiie duty in respect of commodity taxation 
not only in this country but in many other 
countries. In fact, we had tried to introduce 
on an experimental basis, the simplified audit 
type of procedure in respect of cement and 
steel but we had to give it up because of 
increase in duties and the fear that the tech¬ 
nique of audit was not yet appropriate for 
Indian conditions as they e> ist today. It is, 
however, believed that the evolution must 
be on the lines of control by audit type of 
checks but we cannot obviously proceed too 
fast both in the interest of revenue and con¬ 
sequential repercussions on manpower avail¬ 
ability and employment potential”. 

On this reply the Estimates Committee ob¬ 
served: 

'‘While the Committee recognise the need 
for taking reasonable precautions to safe¬ 
guard revenue they are not satisfied that it 
is essential to maintain large establishment 
to exercise dose physical supervision over 
various stages of production”. 

13. lire question of replacing the orthodox 
physical type of control with control based on 
audit of returns submitted by assessees however, 
continued to he raised. In part, this was due 
to the administrative difficulties and demands 
for additional staff which arose as the cover¬ 
age of excise expanded. The issue was taken 
up in the meeting of the Customs and Central 
Excise Advisory Council in September, 1961 
and discussed "in the Collectors’ Conference 
held in November 1001. where the consensus 
of opinion was that for at least some of the 
s Jeeftd industries the present system of physi¬ 
cal control might be replaced by the audit type 
of control. It was felt that the industries selected 
for the purpose should answer the following 
requirements: 

(t) their tariff structure should be compara¬ 
tively simple, (e.g., specific rather than 
ad valorem) and there should be no 
exemptions or ad hoc concessions; 

(ii) they should be well organised and com¬ 
prise a small number of large units: 

(iii) they should be units which maintain 
accounts of their own .which are detail¬ 
ed and subject to audit; and 

(iv) they should have well defined channels 
of supply. 

14. Accordingly the Central Board of Re¬ 
venue introduced in June, 1962, a procedure 
commonly known as the “audit type of control” 
under which manufacturers could deliver the 
excisable goods produced by them without tire 
normal checks associated with the system of 
physical control. This was applied to manufac¬ 
turers of (i) pig iron, steel ingots and iron and 


steel products, (ii) cemeut, (iii) motor vehicles 
other than trailers, (iv) internal combustion 
engines of automotive type and (v) tyres and 
tubes other than bicycle tyres and tubes. With¬ 
in the general framework of the pattern of 
control envisaged, distinct procedures were laid 
down for these commodities having regard to 
the trade pratices in vogue, the accounts main¬ 
tained and the production and other techni¬ 
ques followed by the industries concerned. It 
was at the same time stipulated that where a 
manufacturer governed by this procedure also 
produced other excisable goods (apart from the 
five listed above), such other goods would also 
be covered by the same procedure. The pro¬ 
cedure was, however, optional and could be 
availed of only with the prior specific permis¬ 
sion of the Collector. The salient features of 
I lie procedure were— 

(i) that the producer would maintain a 
number of simplified records in lien of 
the records prescribed under the stan¬ 
dard procedure which, together with 
his own records and books of accounts, 
would be made available to central 
excise officers or audit parties for veri¬ 
fication; 

(ii) that the producer would always main¬ 
tain in his account current an amount 
adequate to cover the duty liability on 
his clearance; 

(iii) that all clearances, whether out of the 
factory or for use within the factory, 
would be covered by serially numbered 
gate passes, delivery notes and despatch 
advices; (these would be issued by the 
factory itself and no countersignature 
of the central excise officer would be 
necessary); and 

(iv) that the producer would submit cer¬ 
tain prescribed weekly and monthly 
returns for departmental checks. 

!">. Clearances for export, whether under 
claim for rebate of duty or under bond, and 
certain other operations were not however 
covered by the procedure mentioned above, 
lyres and tubes and in certain cases motor 
vehicles, though liable to ad valorem rates of 
duty, were also included in the scheme but 
manufacturers were required to furnish price 
statements for approval of assessable values be¬ 
fore they could avail themselves of the facility 
of taking clearances on their own. The com¬ 
modities and number of units covered by the 
special procedure at the time of its introduc¬ 
tion were: cement (33), pig iron and steel in¬ 
gots (6), motor vehicles and internal combus¬ 
tion engines (13) and tyres and tubes (6). The 
physical control system continued to apply to 
all other excisable commodities. 

16. The introduction of the audit type of 
control was welcomed by the Central Excise 
Reorganisation Committee. This Committee 
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had been set up in 1960 in pursuance of the re¬ 
commendation of the Estimates Committee of 
the Parliament to examine generally the or¬ 
ganisational set-up of the Central Excise De¬ 
partment and to review the Central Excise 
law and procedures. In its report submitted 
in 1963 the Committee also recommended ex¬ 
tension of the audit type of control to all pub¬ 
lic sector undertakings and to those in the pri¬ 
vate sector whose production was normally as¬ 
sessable at uniform specific rates and whose me¬ 
thods of book keeping and accounting were 
found to be adequate and complete. The 
Committee went on to add that “in factories 
producing goods chargeable at different rates 
and in industries where the small scale sector 
has a fair share, such a system of assessment 
cannot be universally introduced”. 

17. No evaluation as such of the working of 
the audit type of control has come to our 
notice, but it appears from official records that 
“while no serious case of deliberate evasion of 
duties by the units covered by the scheme (of 
audit control) had come to notice, some of the 
manufacturers in the organised sector had been 
found reluctant to switch over to the new pro¬ 
cedure because close scrutiny and supervision 
by central excise officers in their factories (under 
the system of physical control) served as a 
good moral check on the factories' own mana¬ 
gement and some of them seemed to welcome 
the presence of central excise officers as a sort 
of free watch and ward staff”. 

18. The audit type of control was the sub¬ 
ject of a starred Parliament Question asked on 
August 10, 1966. It was stated in reply to the 
principal question and its supplementaries that 
“the Administration had not come across any 
cases of evasion of tax or leakage of goods by 
factories working under the audit type of 
control”. 

19. It would appear that it was in Decem¬ 
ber, 1967, partly as a result of complaints from 
some quarters of inconvenience and harass¬ 
ment under the system of physical control, that 
the question of extending the audit type of 
control to other industries came to engage the 
serious attention of the Government. One of 
the issues raised in this context was whether 
it would not perhaps be worthwhile “to phase 
the change over with a view to better selection, 
training and deployment of staff entrusted with 
the new duties requiring a totally different ap¬ 
proach and sufficient insight into account 
books”. Apparently, it was not considered 
necessary to have any elaborate-phasing. The 
self removal procedure was introduced from 
June 1, 1968. 

(4) Self Removal Procedure 

20. In this speech delivered at the time of 
the presentation of the Budget for 1968-69, the 
Deputy Prime Minister and Minister of Fin¬ 
ance made the following observatitons: 


“For some time past I have been exercised 
over the administrative burden on the ex¬ 
cise department and the complaints of abuse 
associated with the existing system of physi¬ 
cal control. I have accordingly decided to 
extend the system of self-assessment by the 
manufacturers, to all manufacturers, big and 
small, making exception in respect of a few 
excisable commodities only which present 
complications in assessment or where there 
is substantial movement in bond. A large 
measure of trust will thus be placed in the 
manufacturers, their declarations and their 
accounts. Day to day verification of cleara¬ 
nces by Central Excise officers will be dis¬ 
pensed with and replaced by periodical check 
of the self-assessed documents and accounts 
to ensure that the amounts due to Govern¬ 
ment have been properly assessed and paid. 
This change in procedure will, however, ne¬ 
cessitate certain essential revenue safeguards. 
To this end, the penal provisions for un¬ 
authorised removal of the goods or other 
contraventions of the rules and regulations 
with intent to evade payment of duty are 
proposed to be made more stringent”. 

21. Unlike the audit type of control intro¬ 
duced in 1962, the new procedure—which came 
to be known as SRP-—was obligatory for all 
producers of the excisable goods to which it 
was extended. There were at the time some 
73 commodities included in the Central Ex¬ 
cise Tariff and the new procedure was made 
applicable to 59 of them as from June 1, 1968 
The major commodities left out were mineral 
oils, paints and varnishes, paper, cotton yarn, 
cotton fabrics and jute manufactures, and 
unmanufactured tobacco. In all cases, how¬ 
ever, the following operations continued to be 
subject to the standard procedure of physical 
supervision and verification: 

(i) removals for export, both under claim 
for rebate of duty and under bond; 

(ii) removals, otherwise than for export, 
and receipts under bond; 

(iii) removals for destruction of goods un¬ 
fit for human consumption; 

(iv) removals of unmanufactured tobacco 
for agricultural use without payment 
of duty from warehouses attached to 
cigarette factories; 

(v) receipts of duty paid damaged goods 
for reprocessing or repairs; and 

(vi) receipts of duty paid raw materials or 
components for us’e in the manufacture 
of finished goods subject to the assessee 
being given pro forma credit for the 
duty which had been paid. 

22. We have already referred to the Deputy 
Prime Minister’s statement of the objectives of 
SRP scheme. Since our terms of reference re¬ 
quire us to enquire to what extent the Self 
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Removal Procedure has achieved the objec¬ 
tives set out when the scheme was introduced, 
a specific reference in this behalf was made 
by us to the Ministry of Finance in response 
to which we were informed that SRP was in¬ 
troduced (1) by way of reposing greater trust 
and confidence in producers of excisable goods, 
(2) to simplify excise formalities, (3) to lighten 
the administrative burden, as far as possible, 
both on the assessee and the Department, and 
(4) to reduce the areas of friction between the 
tax collector and the tax payer. 

23. On August 1, 1969, the procedure was 
extended to the remaining commodities also 


with the exception of unmanufactured tobacco 
(though tobacco warehouses attached to ciga¬ 
rettes factories were also brought within the 
purview of SRP). Simultaneously, the parti¬ 
cular operations mentioned in paragraph 21 
which had continued to be subject to physical 
supervision, were also brought within the pur¬ 
view of SRP. In respect of goods added to the 
Central Excise Tariff Schedule after 1-8-1969, 
the policy followed has been that their pro¬ 
duction, clearances etc. in the initial stages are 
regulated by the system of physical control, but 
after a lapse of time they are notified as covered 
by the scheme of SRP. 



CHAPTER 3 

PHYSICAL CONTROL AND OTHER PRE-SRP PROCEDURES 


A broad outline has been given in the pre¬ 
ceding chapter of the excise procedures in 
vogue before the introduction of SRP. 

2. With the consolidation in 1944 of separate 
enactments relating to levy and collection of 
central excise duties, the standard pattern of 
control which emerged was based inter alia on 
Rule 9 of the Central Excise Rules. This rule 
lays down that "no excisable goods shall be 
removed from any place where they are pro¬ 
duced, cured or manufactured or any premises 
appurtenant thereto, which may be specified 
by the Collector in this behalf, whether for con¬ 
sumption, export, or manufacture of any other 
commodity in or outside such place, until 
the excise duty leviable thereon has been paid 
at such place and in such manner as is pres¬ 
cribed in these Rules or as the Collector may 
require and except on presentation of an ap¬ 
plication in the proper form and on obtain¬ 
ing the permission of the proper officer on 
the form....’’. Under Rule 47 a manufacturer 
is also obliged to provide a store-room or 
other place of storage at his premises for de¬ 
positing goods made on the same premises 
without payment of duty. Accordingly, apart 
from licensing, execution of bonds, mainten¬ 
ance of accounts ajid submission of periodical 
returns, it was provided that no excisable 
goods could be cleared from a factory unless a 
central excise officer had inspected the goods, 
assessed them to duty and the duty so assessed 
had been paid. For purposes of assessment, an 
application in form A.R. 1 was required to be 
presented to the assessing officer by the pro¬ 
ducer. This document gave a full description 
of the goods intended to be cleared. The as¬ 
sessment memorandum was completed by the 
proper officer and was used as a treasury cha 
lan for deposit of the duty under the appro¬ 
priate head or heads of account. Where clea¬ 
rances were frequent, the producer was allowed 
to maintain an account current with the De¬ 
partment with enough credit in it to cover 
his liability on estimated clearances. This ac¬ 
count was maintained by the Chief Accounts 
Officer and also the Central Excise Officer 
concerned. The rules also stipulated that goods 
could not be delivered from a factory or a 
warehouse before 6 O’clock in the forenoon 
or after 6 O’clock in the afternoon nor at anv 
hour on Sunday/Holidays except by permis¬ 
sion of the Collector, and under such condi¬ 
tions and on payment of such fees as the Board 
or the Collector might require. 

3. In December, 1949, it was provided that 
all excisable goods cleared from a factory must 
be covered by a gate pass countersigned by the 
excise officer. For purposes of clearance, after 
the duty assessed had been paid into the trea¬ 
sury (or, in the event of the producer having 
been permitted to maintain an account cur¬ 
rent with the Department, when the account 
showed sufficient balance to meet the duty as¬ 
sessed), the central excise officer concerned vi¬ 
sited the factory, verified the goods intended 
to be cleared and authorised their removal by 


countersigning the gate pass and making a de¬ 
bit entry in the account current where neces¬ 
sary. In some cases, the procedure outlined 
above was reversed in that certain producers 
who were permitted to avail themselves of the 
facility of maintaining an account current were 
allowed to remove goods on the basis of gate 
passes countersigned by the central excise 
officer, and to file a single consolidated appli¬ 
cation in form A.R. 1 at the end of the day. 
The formal assessment was then made and the 
total amount of duty pavable was debited to the 
account current. In certain cases, particularly 
of clearances within exemption limits, the re¬ 
quirement of prior countersignature of the gate 
pass was waived. This broad scheme of control, 
with minor variations in documentation, also 
applied to clearances for export under claim 
for rebate of duty or tinder bond, clearances 
and receipts for rewarehousing, removal of 
goods for destruction or agricultural use, and 
receipt of duty paid goods for reprocessing or 
under schemes of pro forma credit. In short, 
the standard procedure required the physical 
presence of an excise officer to authorise de¬ 
livery of excisable goods from a licensed pre¬ 
mises under cover of a countersigned gate pass, 
and to verify receipt of duty paid goods and 
goods for rewarehousing. 

4. The pattern of control laid down for un¬ 
manufactured products, including coffee, pro¬ 
vided for licensing of all cultivators who were 
distinguished as curers, registration of crop, 
verification of produce, and its deposit into and 
removal from warehouses or bonded store¬ 
rooms under physical supervision of central 
excise officers. The procedure regulating as¬ 
sessment and collection of duty was more or 
less similar to the one laid down for manufac¬ 
tured goods except that movement of goods 
on payment of duty or from one warehouse to 
another was covered by official transport per¬ 
mits issued by the Department for each indi¬ 
vidual consignment after physical inspection 
of goods: similarly, movement from a curer’s 
premises to a bonded store room was covered 
bv a transport certificate which, could be issued 
by the licensee himself but of which a limited 
number of blank foils were supplied to him 
after authentication by a central excise officer 
who maintained a regular account of these 
forms. 

5. The system of physical control as it ap¬ 
plied to manufactured excises, also entailed cer¬ 
tain other checks which can be categorised 
broadly as (i) checks at the filling, baling and 
packing stages, (ii) checks relating to goods in 
storage, (iii) survey of licensed premises inclu¬ 
ding the testing of weighing machines for their 
accuracy, and (iv) scrutiny of accounts main¬ 
tained by the producer, including accounts re¬ 
lating to raw materials, and their correlation 
with other accounts. Within this broad frame¬ 
work, detailed instructions were issued by the 
Department in regard to specific checks for 
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different commodities. All checks carried out 
were required to be mentioned in a Survey 
Book and the records verified were required 
to be initialled by the officer concerned. 

6. All manufacturers were required to sub¬ 
mit a monthly return of production and a 
quarterly return of material used in the manu¬ 
facture of excisable and non-excisable goods. 
These returns were checked in the Range office 
and consolidated for statistical purposes. 

7. The administrative machinery charged 
with the responsibility of enforcing the above 
system of control was based on the concept of 
a ‘range’ which was the lowest field forma¬ 
tion covering a territorial jurisdiction. So far 
as factories producing manufactured goods 
were concerned, the principle observed general¬ 
ly was that at least one officer had to be in at¬ 
tendance at the factory whenever any opera¬ 
tion connected with production, storage or 
delivery of goods was in progress. For this pur¬ 
pose, the factory concerned constituted a Range 
in itself and the Range Officer who was gene¬ 
rally an Inspector was assisted by a number of 
Sub-Inspectors in addition to Sepoys who used 
to be posted at the gate round the clock. Office 
accommodation was provided by the producer 
on the factory premises itself and in a large 
number of cases residential accommodation 
was also provided on rent. In the case of small 
factories, where the posting of whole time staff 
was not considered economical, the work was 
entrusted to the staff posted in another factory 
or to the Range looking after excises on un¬ 
manufactured items, in the same jurisdiction. 
A number of Ranges were placed under a 
Superintendent of Central Excise whose juris¬ 
diction was called a Circle. The Circle Officer 
was assisted by one or two Deputy Superinten¬ 
dents depending on the workload, and had a 
complement of ministerial staff. A number of 
such Circles was placed under a Divisional 
Officer called the Assistant Collector and a 
number of Divisions comprised a Collector’s 
charge. All supervisory officers in the official 
hierarchy inspected the Range according to a 
certain frequency. In the course of these ins¬ 
pections it was primarily the Range officer who 
was called upon to produce the necessary re¬ 
cords maintained by him and by the factory 
concerned and held accountable for any acts of 
omission or commission brought to light such 
as might be prejudicial to revenue. 

8. With the lew of duty on tobacco, the acti¬ 
vities of the department expanded considerably. 
As long as the number of units which produced 
manufactured goods was not large and the tariff 
structure was relatively simple, this did not pre¬ 
sent any serious difficulties. But when coverage 
expanded, the complexities increased in both 
tariff and procedures. This led to the evolution of 
the Multiple Officer Range (M.O.R.V. In this pat¬ 
tern of organisation, the Inspector was placed 
along with three or four other Inspectors under 
3—8 DCSI&CE/74 


a Deputy Superintendent. The latter, as head 
of the range or "Range Officer”, allocated du¬ 
ties to the Inspectors on what amounted to a 
system of rotation. In course of time, Range 
Offices were shifted from the premises of the 
factories concerned to buildings rented by the 
Department. With further increases in work, 
visits to the producing units came to be con¬ 
fined largely to occasions when clearances were 
required. It came about that the prescribed 
checks were also exercised only on such occa¬ 
sions. Thus a daily survey of the licensed pre¬ 
mises (which at first was supposed to be done 
separately for each working shift) gave place 
to a survey only at the time of the visit of the 
officer for clearance of goods, and where even 
this was not possible, to a survey only of the 
main divisions of the factory and the main exits. 
Day to day checking of production and other 
records was replaced by “stock challenges” from 
accounts and stocks. Likewise, supervision over 
packing, filling and baling operations acquired 
a sporadic character. 

9. Originally, the procedures laid down for 
payment of duty envisaged payment (i) in cash, 
at a treasury or the Reserve Bank of India or 
the State Bank of India or what is known as a 
“departmental treasury”, or (ii) by debit to the 
account current or (iii) by remittance to a trea¬ 
sury by means of special revenue money orders. 
In 1961, it was decided that a manufacturer of 
excisable goods whose estimated annual pay¬ 
ment of excise duty was not less than Rs. 25,000 
may be allowed to pay by cheque, subject to 
the prior approval of the Collector and the ful¬ 
filment of certain conditions including the fur¬ 
nishing of a bank guarantee or the deposit of 
sufficient security to cover the duty normally 
payable during a period of not less than seven 
days. The cheque was required to be drawn 
on one of the approved banks: it was accepted 
by the Range Officer who allowed the manufac¬ 
turer to take clearance of excisable goods pro¬ 
vided the maximum amount of duty on goods 
sought to be cleared did not exceed the amount 
of bank guarantee/security furnished by him. 
The condition regarding furnishing of a bank 
guarantee/security was waived in 1965, but it 
was stipulated that, before according permis¬ 
sion to the assessee to avail himself of this faci¬ 
lity, the Collector should verify his credit-wor¬ 
thiness by reference to his bankers. In 1968, it 
was decided that the facility to pay duty by 
cheque should be extended to manufacturers 
on the condition that cheques were drawn on 
an approved scheduled bank situated at the 
headquarters of the Collectorate concerned. 

10. The facility to maintain an account cur¬ 
rent with the Department was also subject to 
the prior approval of the Collector. The ac¬ 
count was required to be maintained both by 
the Chief Accounts Officer and the Range Offi¬ 
cer. It was tallied at the close of each month 
and an abstract indicating credits and debits in 
the account was sent to the account holder for 
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confirmation and return. Originally a single 
account was maintained for each manufacturer, 
but in 1965, it was decided that where a licensee 
was paying duty on more than one commodity, 
a separate account current should be main¬ 
tained for each such commodity. It was at the 
same time provided that each such account 
Could nqw be maintained in duplicate by the 
Range Officer, with the original copy being sent 
to the Chief Accounts Officer at weekly inter¬ 
vals. 

11. It was provided that where duties or 
other charges payable under the Central Ex¬ 
cise law had lien short levied or erroneously 
refunded through inadvertence, error, miscons¬ 
truction etc. the payment of such amounts 
could be demanded within a period of three 
months of the original payment or refund. 
Similarly, applications for refund of amounts 
paid in excess could be entertained if they were 
made within three months of their payment. 

12. The standard pattern of control as out¬ 
lined above also provided for a system of pro¬ 
visional assessment of goods in all cases in 
which the proper officer was satisfied that a 
manufacturer was unable to produce any docu¬ 
ment or furnish any information necessary for 
assessment of duty on goods intended to be 
cleared by him or where such officer demed it 


neceassary to subject such goods to any chemi¬ 
cal or other tests for the purpose of determh 
ing their correct classificatiton or for makin 
such further enquiries as he considered nece 
sary. Under the system of provisional assess¬ 
ment the manufacturer concerned was requir¬ 
ed to execute a bond in the proper form bind¬ 
ing himself to pay the difference between the 
amount of duty provisionally assessed and the 
amount determined on finalisation of such as¬ 
sessment. 

13. The peripatetic form of control which 
applied to certain factories in 1956-57 and the 
audit type of control which followed in 1962 
have been referred to in the preceding Chapter. 
In a way these were precursors of SRP inas¬ 
much as they embodied several of its essential 
features. 

14. Schemes of compounded levy evolved in 
1954 and 1955 for powerloom units and extend¬ 
ed later to a number of other commodities had 
in some cases features which were in one sense 
akin to physical control: the procedures en¬ 
tailed sealing and unsealing of equipment with 
reference to which duty liability was fixed. The 
compounded levy schemes, together with these 
features, were however continued after the in¬ 
troduction of SRP. 



CHAPTER 4 


SELF REMOVAL PROCEDURE 


In some of its broad features, SRP resem¬ 
bles the audit type of control introduced in 
1962. The principal difference between the 
two procedures is that, while the audit type of 
control was applied selectively to a small num¬ 
ber of industries and was optional in charac¬ 
ter, SRP was obligatory for all industries to 
which it was extended. 

2. Under SRP every producer of excisable 
goods (except unmanufactured tobacco) is re¬ 
quired to submit to the jurisdictional Superin¬ 
tendent or Assistant Collector for his approval, 
a classification list, in the prescribed form, of 
goods produced or warehoused by him and also 
a price list where goods are assessable at ad 
valorem rates. The classification list is expect¬ 
ed to provide a detailed description of each and 
every item of goods produced for the purpose 
of their classification in terms of the tariff. 
Similarly, the price list which is required to 
be submitted in a form prescribed by the Col¬ 
lector is expected to show the price of each of 
such goods and discounts, if any, allowed in 
respect thereof to the buyers. After approval 
of these lists the duty liability of goods intend¬ 
ed to be removed is determined by the producer 
himself. He is permitted to clear them on a 
gate pass which does not need to be counter¬ 
signed by a central excise officer. Provisions 
restricting the removal of goods to certain 
hours and to days other than Sundays and holi¬ 
days have also been withdrawn, except in res¬ 
pect of clearances required on the Budget 
day which are regulated by the standard pro¬ 
cedure of physical control. 

3. Where a producer disputes the rates of 
duty or the price approved by the proper officer, 
he can avail himself of the facility of provision¬ 
al assessment of goods with the approval of the 
proper officer. 

4. Every producer is required to maintain, 
separately for each commodity produced by 
him, an account current with the Department 
in which credits are taken on the basis of de¬ 
posits made into a Government treasury under 
the appropriate head or heads of account or 
on the basis of cheques issued in favour of the 
department. On April 1, 1970, the mainten¬ 
ance of a separate commodity-wise account 
was dispensed with because such accounting 
did not appear to be essential for reconcilia¬ 
tion by the Accountant General, but subsequ¬ 
ently the Department reverted to the earlier 
position whereby a separate account has to be 
maintained for each commodity. 

5. The duty due on each consignment of 
goods intended to be cleared by producer, as 


determined by the producer himself, is debited 
to the account current before such goods fife 
cleared. In all cases where a producer had 
cleared more than 3000 consignments in the 
preceding year, he can be permitted by the 
Assistant Collector to make a consolidated de¬ 
bit entry in the account current at the end of 
the day. Duty due on goods consumed within 
the factory in a continuous process is also per¬ 
mitted to be paid by a consolidated entry at 
the end of the factory day on the basis of a 
gate pass prepared for the total quantity of 
the goods issued for such consumption. 

6. The procedure permits an assessee to make 
an appropriate credit or debit entry in the 
account current, whenever he finds that there 
has been a mistake in calculating the balance 
in that account. Where, however, he has made 
a debit entry in the account in respect of a 
consignment intended to be cleared but de¬ 
cided not to clear the same, he is restrained 
from scoring out the debit entry already made 
or making a corresponding credit entry. In 
such cases he is required to prefer a formal 
claim to the proper officer through the mon¬ 
thly return and to wait for a specific authori¬ 
sation from him before taking a credit of the 
amount claimed in the account. 

7. The gate pass forms used by a producer 
are required to bear a printed serial nuihber 
running for the whole year. They are requir¬ 
ed to be written out in triplicate. Mutilations, 
overwritings, corrections and erasures are ex¬ 
pressly forbidden under the Rules. In the 
event of a mistake occurring in a gate pass, all 
copies are required to be cancelled and fresh 
ones made. 

8. Retention of excisable goods inside the 
producing factory after payment of duty as 
well as re-entry of duty paid goods are per¬ 
mitted in certain circumstances. The permis¬ 
sion is subject to such conditions as may be 
specified by the Collector. Where duty paid 
goods are returned to a factory for being re¬ 
made, refined, reconditioned, etc. or where 
duty paid raw material or components are re¬ 
ceived under the pro fortna credit scheme, the 
producer is required to inform proper officer 
within 24 hours of their receipt. The earlier 
procedure enjoined prior physical verification 
of such goods by the central excise officer. 
This has since ben dispensed with. In regard 
to destruction of waste material also, no phy¬ 
sical supervision is now enjoined, but the asses¬ 
see is required to inform the proper officer 
at least seven days in advance of the date of in¬ 
tended destruction to enable the officer to verify 
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such waste material and/or supervise destruc¬ 
tion if he thinks fit. 


9. The procedure for movement of excisable 
goods from one warehouse to another has also 
been modified under SRP. The principal modi¬ 
fication is that transport of such goods is now 
required to be covered by a particular or general 
bond entered into by the consignor, whereas 
under the earlier procedure the bond could be 
executed by either the consignor or the con¬ 
signee. Removal of goods under bond is not 
required to be physically supervised. So far as 
receipts are concerned, the consignee is requir¬ 
ed, within 24 hours of the receipt of goods, 
to inform the proper officer so as to enable 
the latter to verify the quantity received if he so 
desires. But the consignee is not restrained 
from taking the goods into use pending verifi¬ 
cation. 

10. For export of goods under claim for re¬ 
bate of duty or under bond, the earlier system 
under which such goods were examined and 
sealed by a central excise officer at source has 
been continued under SRP at the option of 
the exporter, but the owner of the goods has 
to pay the appropriate supervision charges at 
the prescribed rate in addition to the travel¬ 
ing expenses of the officer concerned. Alter¬ 
natively he can clear the goods without prior 
examination, but he has to file an application 
in the proper form for endorsement by the 
Superintendent in charge of the Range before 
he can clear the goods under cover of a gate 
pass in the proper form. The gate pass does 
not require the countersignature of a central 
excise officer. 

11. Producers are required to deliver to the 
Department a complete list of all accounts 
maintained by them in respect of raw materials 
and components production, storage, delivery 
or disposal of excisable goods and of all reports 
and returns prepared by them for their own 
use or for submission to any other authority. 
The procedure provides that where such acco¬ 
unts maintained by an assessee are considered 
by the Collector to be adequate for central ex¬ 
cise purposes, they may be accepted in lieu of 
statutory records. But where such accounts are 
not considered to be adequate, the mainten¬ 
ance of statutory records is obligatory. These 
records are (i) a daily account of production 
and clearances in Form R.G. 1 which combines 
the earlier accounts of R.G. I and E.B. 4 relating 
to production and deposits in and removals 
from the bonded store room, (ii) an account 
current, and (iii) a raw material account in 
respect of such raw materials as are specified 
by the Department. In addition certain records 
pertaining to the earlier system of physical con¬ 
trol have also to be maintained. These are re¬ 
cords in respect of duty paid goods retained or 
received in a factory or those prescribed for a 


particular commodity or for a specific put pose. 
Besides the classification list and the price list, 
assessees are also required to submit a monthly 
return based on the R.G. 1 account, a quarterly 
return of raw material consumed, and certain 
other periodical returns. 

12. Instructions issued immediately after the 
introduction of SRP stipulated that “it should 
not ordinarily be necessary for the Range staff 
to visit a factory except by surprise or for verifi¬ 
cation of any doubt or suspition arising in the 
course of checking the periodical returns or on 
receipt of any intelligence regarding loss of reve¬ 
nue". In 1969 it was reiterated that “under the 
SRP all visits by Central Excise officers to factor¬ 
ies for making assessments, granting clearances 
cither for home consumption or for exports, 
or for removals in bond or for destruction with¬ 
out payment of duty or for verifying excisable 
goods received for special industrial purposes 
etc. have been totally eliminated”, and that 
“Central Excise staff will not ordinarily visit 
factories for checking returns and records in a 
routine manner”. The Range staff is not, how¬ 
ever, precluded altogether from pay visits to 
the producing factories. The instructions pro¬ 
vide that the staff may visit a factory for the 
following purposes: 

(i) removal for export whether under claim 
for rebate of duty or under bond in cases 
where the assessees intend to despatch goods 
under excise supervision on payment of ap¬ 
propriate charges; 

(ii) supervision wherever required over pro¬ 
cesses like use of cotton seed oil in the manu¬ 
facture of vegetable product and operations 
under other exemption schemes; 

(iii) drawal of samples either on the speci¬ 
fic request of the assessee concerned or where 
such samples are required to be drawn under 
specific instructions pertaining to a particular 
commodity; 

(iv) removals for consumption in the coun¬ 
try on the Budget day; 

(v) supervision of destruction, verification 
of receipts of goods under bond or under 
claim for set off or pro forma credit etc.; 

(vi) supervision over exempted factories to 
detect cases of unauthorised manufacture; 

(vii) investigation of any discrepancy found 
in the monthly returns. 

(viii) expediting approval of classification 
and price lists, if considered necessary; and 

(ix) obtaining essential information about 
the technique of production of excisable 
goods or adequacy of maintenance of accounts 
of production and stock. 
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13. The administrative set up comprises (i) 
Assessment Ranges, (ii) Inspection Groups, (iii) 
Preventive Teams, and (iv) Internal Audit Par¬ 
ties, each group working more or less indepen¬ 
dently of the others. The assessment Range, 
which consists usually of a Superintendent and 
a number of Inspectors is concerned with the 
approval of classification and price lists. (The 
bulk of this work has since been transferred to 
the Assistant Collector who is in administrative 
control of several formations including Assess¬ 
ment Ranges). The Assessment Range is also 
concerned with the proper assessment of goods 
after the close of the month when the producer 
submits the prescribed monthly return accom¬ 
panied by gate passes issued by him during the 
months as also a copy of the account current 
supported by treasury challans and other rele¬ 
vant documents. The return is first checked 
with reference to the approved classification and 
price lists and other documents received. The 
assessment is thereafter decided. Until this is 
done, the duty liability of the producer in res¬ 
pect of clearances already taken by him is not 
considered as discharged. 


14. The Inspection Group is a separate unit. 
In constitution it is more or less similar to the 
Assessment Range. It works under the same 
Assistant Collector. This Group is required to 
carry out inspection of each factory at least 
once in six months, or at more frequent in¬ 
tervals if required by the Collector. It is ex¬ 
pected in the course of these inspections to 
concentrate on accounts of production which 
are required to be cross checked with the ac¬ 
counts maintained by the producers on their 
own as well as the reports and returns, if any, 
submitted by them to other Government de¬ 
partments or to their own bankers or directors. 
The Inspection Groups are also expected to 
carry out several physical checks in relation to: 
(i) raw materials, by verification of stocks with 
the book balance on the first day of visit to 
the factory; (ii) finished goods and intermediate 
products, by conducting stock challenges both 
from the stock register and physical balance 
in stock; (iii) weighing and measuring mach¬ 
ines, by checking their accuracy; (iv) containers 
or cases ready for packing at the time of the 
visit, by examining 10% of such cases or con¬ 
tainers with packing slips prepared by the fac¬ 
tory with a view to verifying their contents and 
variety and description of goods; and (v) goods 
lying in the finishing room which have been 
marked and labelled, by verifying whether 
they are correctly marked and labelled. The 
Superintendent in charge of the Inspection 
Group is required to make a full round of the 
licensed premises during each visit and see the 
various processes of manufacture and the goods 
under production to ensure that they have 
been correctly described in the classification 
list. In addition to a thorough half-yearly ins¬ 
pection of each factory, the Inspection Groups 
are required to pay one short surprise visit to 


each factory, once a year, for the purpose of 
stock challenge and authentication of records. 
In terms of the latest instructions, the Assistant 
Collector is required to head the Inspection 
Group in at least fifty inspections in the course 
of a year. 

15. The Preventive Teams function mostly 
at the Divisional and Collectorate levels and 
are responsible for all types of preventive acti¬ 
vity in the jurisdiction in which they operate, 
including gold control, control relating to goods 
notified under the Customs Act and other anti¬ 
smuggling activities. 

16. The Internal Audit Parties which exist¬ 
ed even prior to the introduction of SRP have 
been retained without any change. One of 
their main duties is to conduct test audits of 
the work of Inspection Groups. For this pur¬ 
pose, they visit only such factories as are 
named by the Collector 

17. Deterrent penalties have been provided 
for removal of goods in contravention of the - 
procedure laid down. They include confisca¬ 
tion of all excisable goods belonging to the 
manufacturer and also land, building, plant, 
machinery, materials, conveyance, animal or 
any other thing used in connection with the 
manufacture, storage, removal or disposal of 
such goods. The Collectors have also been de¬ 
legated powers to nominate an officer not be¬ 
low the rank of an Assistant Collector to de¬ 
termine the normal production of a factory 
after taking into account such factors as the 
installed capacity, raw materials used, labour 
employed, and power consumed. If the re¬ 
corded production of a factory falls below the 
norm and the shortfall cannot be satisfactorily 
explained, the officer concerned can assess duty 
io the best of his judgement. 


18. The time bar for recovery of short levies 
or for refund of excess payments made has 
been extended from three months under the 
earlier system of control to one year under 
SRP. 

19. Prior to 11th October, 1969, all duties 
or charges tvhich had been short-levied or 
which were due to Government in cases in res¬ 
pect of which no specific provision existed in 
the Rules could be demanded by the proper 
officer under residuary powers for recovery of 
such duties or charges. The relevant rules 
have since been amended to provide that such 
sums can be demanded only by the Assistant 
Collector, after the person concerned has been 
given an opportunity to show cause why the 
amount specified should not be paid by him 
and after the representation, if any, made by 
him has been considered by the Assistant 
Collector. 



CHAPTER 5 


TAX STRUCTURE 


In the scheme of distribution of legislative 
powers set out in the Indian Constitution, in 
so far as these have a bearing on commodity 
taxation, th'e Union List includes all duties of 
excise on tobacco and other goods manufac 
tured or produced in India with the exception, 
broadly, of (a) alcoholic liquors for human 
consumption and (b) opium, Indian hemp 
and other narcotics drugs and narcotics, both 
of which groups are in the State List. To 
this, however, there is one important qualifi¬ 
cation, namely, that medicinal and toilet pre¬ 
parations are wholly within the Union List, 
notwithstanding that they may contain any of 
the substances, including alcohol, mentioned 
in (a) and (b). Taxes on the sale and purchase 
of goods are in the State List. But to the 
extent these transactions take place in the course 
of interstate trade, they figure in the Union 
List. This scheme of allocation in the Consti¬ 
tution Act of 1950, as later amended, follows 
the broad pattern of the Government of India 
Act, 1935. 

2. Section 3 of the Central Excises and Salt 
Act, 1944, reads: — 

“(1) There shall be levied and collected 
in such manner as may be prescribed duties 
of excise on all excisable goods other than 
salt which are produced or manufactured 
in India, and duty on salt manufactured 
in, or imported by land into any part 
of India as, and at the rates, set forth in 
the First Schedule. 

(1A) The provisions of sub-section (1), shall 
apply in respect of all excisable goods other 
than salt which are produced or manufac 
tured in India by, or on behalf of, Govern¬ 
ment, as they apply in respect of goods 
which are not produced or manufactured 
by Government. 

(2) The Central Government may, by noti¬ 
fication in the Official Gazette, fix, for the 
purpose of levying the said duties, tariff 
values of any articles enumerated, either 
specially or under general headings, 
in the First Schedule as chargeable with 
duty, ad valorem and may alter any 
tariff values for the time being in force. 

(3) Different tariff values may be fixed for 
different classes or descriptions of the 

same article”. 

3. The term ‘excisable goods’ has been de¬ 
fined in the Act as “goods specified in the 
Fim Schedule as being subject to a duty of 
excise and includes salt". 


4. Ihe first Schedule is a substantive part 
of the Central Excises and Salt Act, 1944, pai- 
Ilament, s approval to the rates of excise duties 
and/or to the restructuring of the tariff, 
including new levies or deletion of existing 
commodities from the Schedule, is accorded 
m its acceptance of the Finance Bill. The 
finance Bill includes a declaration under the 
Provisional Collection of Taxes Act, 1931 
which provides that the relevant clauses of 
the Bill shall have immediate effect. The 
rates approved by Parliament are known in 
common parlance as statutory or tariff rates. 
The Central Government, however, have the 
power to exempt, by notification in the 
official gazette, and subject to such conditions 
as may be specified in the notification, any 
excisable goods from the whole or any part 
of duty leviable on such goods. The Central 
Board of Excise and Customs also has powers 
to exempt, by special order in each case, and 
under circumstances of an exceptional nature, 
and excisable goods from payment of duty, 
in exercise of these powers effective rates of 
duty are determined and notified by the exe¬ 
cutive from time to time. 


5. Li addition to the duties levied under 
the Central Excises and Salt Act, 1944, which 
are commonly known as basic duties, the Cen¬ 
tral Excise Department also collects— 

(i) Additional duties levied under the Addi¬ 

tional Duties (Goods of Special Impor¬ 
tance) Act, 1957, on Sugar, Textiles and 
Tobacco, in lieu of Sales Tax on these 
commodities. The additional duties 
accrue entirely to th’e States. 

(ii) Additional duties levied under the 
Mineral Oils (Additional Duties of 
Excise & Customs) Act, 1958, with 
the specific object of mopping up 
profits accruing to oil companies on 
account of reduction in freight costs, 
etc. 

(iii) Commodity cases on oil and oil seeds, 
copra, tea and cotton and handloom 
cess on cotton fabrics, woollen fabrics 
and rayon or art silk fabrics. 

(iv) Auxiliary duties of excise which came 
into force in March, 1973 in replacement 
of certain regulatory duties till then 
in force. 

6. The First Schedule, or the Central Ex¬ 
cise Tariff as it is known, presently covers 
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some 123 commodities. Six of these, while 
brought within the list of excisable goods, 
are for operative purposes completely exempted 
from duty. For the remaining 117, duty rates 
differ from item to item and, where there is 
sub-division, from sub-item to sub-item. Averag¬ 
ed out for individual commodities, the duty 
ranges, in terms of percentage of value, from 
about 2% on vegetable non-essential oils 
to over 400% in the case of motor spirit. Con¬ 
sumer goods which are subjected to excise 
duties include, at one end, common necessities 
like kerosene, cloth, sugar and tobacco and, 
at the other, what in India are relative luxuries, 
such as refrigerators and air-conditioners. But 
consumer articles occupy only one part of a 
total range of excise taxation which extends 
to some of the tools and many of the materials 
of production no less than to the finished 
products. One consequence is that a larger 
number of excise levies are multipoint in 
character. In some cases, though not 
all, relief from the operation of this mul¬ 
tiple levy is afforded through devices such 
as pro forma credit and set-off or facilities 
for in-bond movement of goods. 

7. Broadly, duties of excise are either spe¬ 
cific or ad valorem in character, though there 
are a number of variants: (1) ad-valo- 
rem-cum-specific as in the case of mineral tur¬ 
pentine oil, waxes, and rayon and art silk 
fabrics, (2) spccific-cum-ad valorem as in the 
case of embroidery on cotton fabrics, ins¬ 
tant tea and slotted angles and channel, or (3) 
specific or ad valorem whichever is higher, as 
in the case of several categories of motor vehi¬ 
cles. In certain cases, duties are specific for 
certain sub-items and ad valorem or a mix¬ 
ture of ad valorem or specific for others under 
the same item of the tariff. Some illustrations 
are as follows: — 

(1) “Confectionary”, under which boiled 
sweets and chocolates are charged at 
specific rates while cocoa powder and 
drinking chocolates are liable to ad 
valorem rates; 

(2) "coffee”, under which cured coffee is 
charged at specific rates while instant 
coffee carries in addition an ad-valo- 
rem. rate; 

(S) "petroleum products not otherwise spe¬ 
cified” under which liquid petroleum 
gas carries a specific rate while other 
products are assessed on either ad 
valorem, or ad valorem-cum-specific 
rates: 

(4) "cotton fabrics”, under which the tariff 
structure is mostly specific, but certain 
specified varieties are assessed on ad 

valorem basis; 

(5) "copper and copper alloys", under 
which pipes and tubes are charged 


on ad valorem basis, while other items 
carry specific rates; 

(6) “zinc”, in respect of which the same 
distinction is made as in the case of 
copper and copper alloys; and 

(7) “wireless receiving sets”, under which 
broadcast television receiver sets are 
assessable at 20% ad valorem, while the 
duty fixed for “others” is Rs. 300.00 
per set. 

8. The examples cited in the preceding para¬ 
graph relate to the excise tariff as fixed by 
statute. The same diversity on a much wider 
scale is discernible in notifications issued by 
Government from time to time. Different 
duty rates have been fixed on the basis of 
classifications or sub-classifications provided in 
the tariff schedule as approved by Parlia¬ 
ment or by Government through notifications 
under which these classifications or sub-classi¬ 
fications have been further refined and en¬ 
larged. For the purpose of determining 
the liability of a product to duty, or the 
appropriate rate of duty applicable to it, it 
has to be studied and classified on the basis 
of the criteria laid down which, illustratively, 
include such factors as: sucrose content relat¬ 
ed to temperature, flashing point, flame height, 
viscosity, count, average count, denierage, dia¬ 
meter, sectional area, shape, circuit amperage, 
voltage, horse power, intended use com¬ 
mercial parlance, etc. etc. For purposes of 
assessment, value in the case of goods subject 
to ad valorem duties, and such physical fac¬ 
tors as weight (in some cases sectional weight), 
volume, thickness, length, area, etc. in the 
case of specific duties have also to be 
taken into account. In certain cases, goods 
are accounted for or sold by the producers 
on the basis of weight, but duty rates or con¬ 
cessional duty slabs are based on volume: in 
such cases, quantities eligible for exemption 
of assessment have to be computed on the basis 
of notional conversion formulae. 


9. In the case of ad valorem duties, the 
value of excisable goods has hitherto been 
determined in accordance with certain provi¬ 
sions of law which have undergone alterations 
by amending legislation (Act 22 of 1973) re¬ 
cently passed by Parliament. The new pro 
visions are, at the time of submission of the 
Report, yet to come into force on a date 
to be notified by Government. The older 
(and still extent) provisions are contained in 
Section 4 of the Central Excises and Salt Act, 
1944, which reads as follows: — 

”Section 4. —Determination of value for 
the purposes of duty—where under this 
Act, any article is chargeable with duty 
at a rate dependent on the value of the 




18 


article, such value shall be deemed to 
be— 

(a) the wholesale cash price for which an 
article of the like kind and quality is- 
sold or is capable of being sold at the 
time of the removal of the article chai 
geable with duty from the factory or 
any other premises of manufacture 
or production for delivery at the place 
of manufacture or production, or if 
a wholesale market does not exist for 
such article at such place, at the nearest 
place where such market exists, or 

(b) where such price is not ascertainable, the 
price at which an article of the like 
kind and quality is sold or is capable of 
being sold by the manufacturer or pro¬ 
ducer, or his agent, at the time of 
the removal of the article chargeable 
with duty from such factory or other 
premises for delivery at the place of 
manufacture or production or if such 
article is not sold or is not capable 
of being sold at such place, at any 
other place nearest thereto— 

Explanation .—In determining the price of 
any article under this section no abatement 
or deduction shall be allowed except in res¬ 
pect of trade discount and amount of duty 
payable at the time of the removal of the 
article chargeable with duty from the factory 
or other premises aforesaid”. 

10. Several difficulties have been experienced 
from time to time in the working of the provi¬ 
sions cited. By and large they relate to (i) 
admissibility of deductions on account of items 
such as equalised freight and post manufac¬ 
turing expenses (e.g. on aftersales service) 
which are included in the price charged or 
invoiced, (ii) determination of value in the 
case of excisable components which do not 
by themselves command a price or a market, 
(iii) admissibility of discounts of different 
kinds, (iv) determination of value in the case 
of new products which enter the market for 
the first time, and (v) admissibility of prices 
charged by a producer from a sole distribu¬ 
tor or distributors. According to the State¬ 
ment of Objects and Reasons, the legislation 
newly passed proposes among other things 
and subject to certain exceptions “to suitably 
revise the valuation provision contained in 
section 4 of the Act, providing, as far as prac¬ 
ticable, for assessment of excisable goods at 
the transaction value”. The relevant pro- x 
visions which, as already noted, will come 
into froce on a dat'e to be notified by the 
Central Government, are quoted in extenso 
below because of their relevance to some of 
the issues later discussed in the Report: — 

“4. (1) Where under this Act, the duty of 
excise is chargeable on any excisable goods 


with reference to value, such value shall, sub¬ 
ject to the other provisions of this section, be 
deemed to be— 

(a) the normal price thereof, that is to say, 
the price at which such goods 
are ordinarily sold by the assessee 
to a buyer in the course of wholesale 
trade for delivery at the time and place 
of removal, where the buyer is not a 
related person and the price is the sole 
consideration for the sale. 

Provided that: — 

(i) where, in accordance with the normal 
practice of the wholesale trade in such 
goods, such goods are sold by the as- 
sessce at different prices to different 
classes of buyers (not being related per¬ 
sons) each such price shall, subject to 
the existence of the other circumstances 
specified in clause (a), be deemed to 
be the normal price of such goods in 
relation to each such class of buyers; 

(ii) where such goods are sold by the assessee 
in the course of wholesale trade for de¬ 
livery at the time and place of removal 
at a price fixed under any law for the 
time being in force or at a price, being 
the maximum, fixed under any such 
law, then, notwithstanding anything 
contained in clause (iii) of this proviso, 
the price or the maximum price, as the 
case may be, so fixed, shall, in relation 
to the goods so sold, be deemed to be 
the normal price thereof; 

(iii) where the assessee so arranges that the 
goods are generally not sold by him in 
the course of wholesale trade except to 
or through a related person, the nor¬ 
mal price of the goods sold by the assessee 
to or through such related person shall 
- be deemed to be the price at which they 
are ordinarily sold bv the related person 
in the course of wholesale trade 
at the time of removal, to dealers (not 
being related persons) or where such 
goods are not sold to such dealers, to 
dealers, (being related persons) who 
sell such goods in retail; 

(b) where the normal price of such goods is 
not ascertainable for the reason that 
such goods are not sold or for any other 
reason, the nearest ascertainable equiva¬ 
lent thereof determined in such manner 
as may be prescribed. 

(£) where, in relation to any excisable goods 
the price thereof for delivery at the place of 
removal is not known and the value thereof 
is determined with reference to the price for 
delivery at a place other than the place of re¬ 
moval, the cost of transporation from the place 
of removal to the place of delivery shall be ex¬ 
cluded from such price. 
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(. : i) The provisions of this section shall not 
apply in respect of any excisable goods foi 
which a tariff value has been fixed under sub 
section (2) of section 3. 

(4) For the purposes of this section— 

(a) “assessee” means the person who is 
liable to pay the duty of excise under 
this Act and includes his agent; 

(b) “place of removal” means— 

(i) a factory or any other place or pre¬ 
mises of production or manufacturer 
of the excisable goods; or 

(ii) a warehouse or any place or pre¬ 
mises wherein the excisable goods 
have been permitted to be deposited 
without payment of duty, 

from where such goods arc removed; 

(c) “related person” means a person who is 
so associated with the assessee that they 
have interest, directly or indirectly, in 
the business of each other and includes 
a holding company, a subsidiary com¬ 
pany, a relative and a distributor of 
the assessee, and any sub-distributor of 
such distributor. 

Explanation .-—In this danse “holding com¬ 
pany”. “subsidiary company” and “relative” 
have the same meanings as in the Companies 
Act. 1956— 

(cl) “value” in relation to any excisable 
goods,— 

(i) where the goods are delivered at the 
time of removal in a packed condi¬ 
tion, includes the cost of such 
packing except the cost of packing 
which is of a durable nature and is 
returnable by the buyer to the 
assessee. 

Explanation .—In this sub-clause “packing 
means the wrapper, container, bobbin, pirn, 
spool, reel or warp beam or any other thing 
in which or on which the excisable goods are 
wrapped, contained or wound; 

(ii) does not include the amount of 
the duty of excise, sales tax and 
other taxes, if any, payable on such 
goods and, subject to such rules 
as mav be made, the trade discount 
(such discount not being refund¬ 
able on any account whatsoevei) 
allowed in accordance with the nor¬ 
mal practice of the whdlesale 
trade at the time of removal in 
respect of such goods sold or con¬ 
tracted for sale; 

(e) "wholesale trade” means sales to dealers, 
industrial consumers. Government, local 


authorities and other buyers, who or 
which purchase their requirements other¬ 
wise than in retail”. 

1J. We have already referred to the provi 
sions of Section 3 which empower Govern¬ 
ment to fix tariff values for goods chargeable 
to duty at ad valorem rates. Presently, there 
are some 88 commodities liable to ad valorem 
rates (including certain items attracting ad 
valorem-cum-spe.cific duties) with an estimated 
revenue yield, in 1973-74, of Rs. 1255 crores 
(out of a total budgeted excise revenue of Rs. 
2652 crores). Tariff values have been noti¬ 
fied for 13 commodities out of the 88 men¬ 
tioned above. The revenue yield of these 
13 commodities is Rs. 290 crores. 

12. Until recently tariff values, original or re¬ 
vised, were fixed on the basis of data collected 
bv the Director of Inspection (Customs & 
Central Excise). He formulated tentative 
proposals and then referred them to the Eco¬ 
nomic Adviser in the Ministry of Industrial 
Development. The proposals of the Econo 
mic Adviser were scrutinised in the Ministry 
of Finance which after going into related ques¬ 
tions notified tariff values. For purposes of 
collecting the necessary data, some important 
manufacturing and marketing centres were 
selected for each commodity in respect of which 
tariff values, were intended to be notified; and 
Range Officers having jurisdiction over these 
selected centres were required to draw up a 
statement in the prescribed form, for the period 
May to July, indicating in addition to other 
particulars the quantity of the commodity 
cleared during that period, the total price 
charged (excluding duty and admissible dis¬ 
counts) and the average price per unit. Range 
officers were also required to submit a similar 
statement of “market value”, or average salt- 
pi ice to the consumer, during the same period. 

1 1 was with reference to this data received 
from the centres fixed that the Director of 
Inspection formulated his proposal regarding 
tariff values. 

15. In response to a recommendation from 
the Public Accounts Committee and sugges¬ 
tions from other quarters regarding delays 
in fixation or revision of tariff values, the Minis¬ 
try of Finance decided in 1970 that thenceforth 
the responsibility for determination of tariff 
values would be that of the Ministry of Finance 
(Department of Revenue Sc Insurance) who 
alone would handle this work. A separate cell 
under the Additional Director in charge of the 
Statistics & Intelligence Branch has recently 
been set up for working out the relevant de¬ 
tails for fixation and revision of tariff values. 

14. Apart from tariff values, several other 
expedients are employed from time to time to 
get over the difficulties of valuation experi¬ 
enced in relation to certain commodities or 
in particular situations. These include (i) 
acceptance of prices fixed by Government 
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from time to time under different enactments, 
(ii) operation oil the basis of transacted prices 
indicated by the assessees, (iii) acceptance of 
rate contract prices as assessable values, and 
(iv) operation on the basis of the cost of pro¬ 
duction plus a reasonable margin of profit for 
commodities produced for captive consump¬ 
tion. 


la. We have elsewhere referred to die com¬ 
pounded levy schemes evolved from time to 
time for a certain number of commodities. At 
present, these schemes apply to (1) khandsari 
sugar, (2' cotton yarn produced by a manu¬ 
facturer who uses the whole or part of such 
varn in the manufacturer of cotton fabrics in 
his own factory, (3) electric battery plates, (I) 
coarse grain plywood, (a) embroidery, (i>) 
cotton fabrics processed (with stentcring and 
mercerising machines) without the aid of power 
and (7) cotton fabrics produced on power 


looms. i lie basic consideration on which 
these schemes are extended to different indus¬ 
tries would appear to be the prevalence in the 
industry concerned of a large sector of small 
producers whom it would be difficult to con¬ 
trol under the normal procedure. Duty lia- 
bilily is fixed with reference to some identify 
able ctpiipment used by the producer, after 
taking into account the average production of 
the commodity concerned and other relevant 
factors. In the case of cotton yarn (as distin¬ 
guished from the other items) the scheme of 
compounded levy has relevance to the orga¬ 
nised sector of textile mills and not to the 
small sector. The scheme makes for adminis¬ 
trative convenience in the collection of excise 
duty oil yarn from composite mills. The 
amount so collected is about Rs. 20 cror'es. The 
other schemes of compounded levy, i.e., those 
designed for the small industries mentioned 
above, account in all for as small a revenue 
vk id as Rs. two crores. 



CHAPTER (» 


EXEMPTIONS 


We have referred to the power vested in 
Government to notify exemptions from ex¬ 
cise duty. The exemption may cover whole 
or part of the duty otherwise payable. It 
may be subject to the fulfilment of conditions 
specified in the notification. The notification 
itself may, in relation to one or more commo¬ 
dities, he either general and unconditional or 
specific and conditional. Thus a general ex¬ 
emption notified may have the effect, in re¬ 
lation to whole commodities, of reducing to a 
lower level the tariff rate indicated in the sta¬ 
tute. The exemption thus given may be total 
(as in the case of cycle parts) or partial (as 
in the case of sugar wheie the tariff rates of 
.‘10% of basic and 7|-% additional have, by noti¬ 
fication, been reduced to 24% and 6% respec¬ 
tively). The specific or conditional exemption 
has usually the effect of subjecting the same 
commodity to different rates of duty according 
as it is produced in the small sector of the indus¬ 
try or by one of the bigger units. The object 
which the exemption purports to subserve is 
generally stated in the notification itself or is dis¬ 
cernible from the conditions to which the ex¬ 
emption is explicitly made subject. 

2. Barring a few exceptions, the exemp¬ 
tions notified cover the entire gamut of Cen¬ 
tral Excise. We are told that there are nearly 
one thousand live notifications today (in addi¬ 
tion to 59 which are described as otiose) by vir¬ 
tue of which duty reliefs are afforded. Occa¬ 
sionally a single notification covers a numbet 
of commodities and, within the same com 
modity, provides for several different rate 
of duty for different products falling under 
the same tariff item. It appears that some 
three hundred tariff rates have, as a result 
of the issue of notifications of exemption, been 
multiplied into more than two thousand effec¬ 
tive rates. In relation to cotton fabrics. 69 
such notifications have been issued and the 
number of effective rates amounts to more than 
three hundred as against seventeen tariff rates 
set out in the enactment. 

">. There is miscellany of purposes expected 
to be served by individual exemptions. Some 
of the objectives arc: promotion of exports, 
increase of production, conservation of resour¬ 
ces, devclopemcnt of backward areas, conve¬ 
nience of administration, support to pro¬ 
grammes of public health and family planning 
and, not least, reduction of the cumulative 
impact of multipoint levies. But much more 
important and pervasive than any of these has 
been the objective of encouraging the establish¬ 
ment and growth of small scale industries 
in the country. This purpose underlies a wide 


range of exemptions. In seeking to give 
effect to it. however, so many different para 
meters and criteria have been used as to what 
is, and what is not, a small unit with reference 
lo particular commodities, that a bewildering 
variety of exemptions has come into being all 
of which purport to help the small sector: — 

(i) Total exemption in terms of the number 
of workers employed. (Examples: glass 
and glassware, chinaware and porcelain 
ware, electric batteries, trailers and foot¬ 
wear). 

(ii) Duty free slab relatable to the quan¬ 
tum of production in the financial year 
which is current. (Example: confec¬ 
tionery and chocolates). 

(in) Dutv free slab relatable to the value 
of clearances in the financial year which 
is current. (Examples: prepared or pre¬ 
served foods, biscuits, ready-made gar¬ 
ments, mosaic tiles, motor starters, 
motor vehicle parts, metal containers, 
safes and strong boxes, roller bearings, 
welding electrodes, bolts and nuts, zip 
fasteners, playing cards, pistons and 
power driven pumps). 


(v) Dutv free slab on the basis of clearances 

in the- preceding financial year. (Ex¬ 
amples: tyres and steel furniture). 

(vi) Partial exemption based on the weight 
of contents packed. (Examples: tea and 
optical bleaching agents). 

(vii) Total exemption related to production 
with the aid of water power. (Exam¬ 
ples: vegetable non-essential oils and 
woollen yarn). 

(viii) Exemptions related to the amount of 
power used. (Example: footwear). 

(ix) Preferential duty slabs for specified quan¬ 
tities. (Example: paper). 

(x) Preferential duty on the basis of out¬ 
put for the financial year. (Examples: 
pigments, colours, paints and enamels). 


(iv) Duty free slab or duty rebate on the 
basis of production in any of the pre¬ 
ceding twelve months or in the period 
covered by the preceding 12 months or, 
lastly in the preceding financial year. 
(Examples: sugar, cosmetics and toilet 
preparations and soap). 
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(xi) Partial exemption on the basis of out¬ 
put in any of the preceding 12 months. 
(Example: electric motors). 

(xii) Total exemption relatable to manufac¬ 
ture without the aid of power. (Exam¬ 
ples: aerated waters, paints and war- 
nishes, fertilisers, soap, organic surface 
active agents, jute manufacturers and 
metal containers). 

(xiii) Partial exemption relatable to capi¬ 
tal investment on plant and machinery. 
(Examples: wires and cables). 

(xiv) Exemption based upon the value of 
the goods cleared. (Examples: cotton 
fabrics and footwear). 

(xv) Partial exemption based upon clear¬ 
ances during the preceding financial 
year. (Examples: tyres for motor 
vehicles.) 

4. There are several other forms of exemp¬ 
tions which do not relate directly to the small 
scale sector or to the purposes already men¬ 
tioned. Broadly, they are related to: — 

(1) the use of excisable goods within the 
factory of production: 

Examples: pasteurised butter converted 

into ghee or cheese within the same fac¬ 
tory, mineral oils utilised as fuel within 
the same premises, bauxite solvent oil 
used in the refinery of production as 
solvent, paints and varnishes used in the 
same factory in the production of other 
paints and varnishes, and rubber products 
used in the manufacture of new tyres; 

OR 

(2) the end use of the product: 

Examples: coffee seeds for purposes of sow¬ 

ing, tea waste intended for use as manure, 
furnace oil produced wholly from indige¬ 
nous crude for use as fuel in railway loco¬ 
motive engines or for generating electri 
cal energy by Government undertakings, 
acids consumed by ordnance factories, cat- 
iron dioxide intended for the bona fide 
use of hospitals, research laboratories, 

universities, fire Service and defence esta¬ 
blishments, ammonia used in the manufac¬ 
ture of fertilisers, explosives, pharmaceu¬ 
ticals etc., tyres specially designed for use 
on animal drawn vehicles, paper of certain 
specifications intended for use in the 

printing of newspapers, and jute manu¬ 
facturers intended for test or research 
purposes. 

5. The Central Excises and Salt Act re 
([Hires that all rides made under the Act shall 
be laid, as soon as may be after they are made, 
before parliament while it is in session for 
a total period of thirty days. Since exemp¬ 


tion notifications are technically not rules, 
they are not required to be placed before Par¬ 
liament. The view has been expressed that 
this vitiates the concept of the executive’s ac¬ 
countability to the legislature. Inasmuch as the 
Parliament has no information about the varia¬ 
tions made from time to time in the rates ap¬ 
proved by it or the amount of duty foregone 
by executive action. The Public Accounts 
Committee have criticised this along with 
certain other aspects of exemptions. In their 
Hundred and Eleventh Report, it was stated 
that “the Committee consider it extraordinary 
that delegated powers given to the executive 
should have been exercised to render the sta¬ 
tutory tariff a nullity in a majority of cases”. 

It must at the same time be added that, in 
practice, a large number of notifications issued 
form pair of the Budget documents presented 
to Parliament which thus has the opportunity 
of seeing the changes or modifications pro¬ 
posed to Ire introduced by the executive 
through notifications. We also find that 
exempting notifications issued between the 
Budget sessions are laid before Parliament. 

6. Attempts have been made from time to 
time to assess the quantum of excise revenue 
foregone as a result of duty exemptions. The 
Central Excise Reorganisation Committee had 
estimated that, without reckoning the loss 
through avoidance induced by the schemes 
then in force, the direct revenue sacrifice in 
exemptions in 1961-62 was of the order of 
Rs. 80 crores with reference to tariff rates and 
about Rs. 20 crores with reference to 
the effective rates of duty. Taking these 
figures as their basis S/Shri Lakdawala and 
Nambiar, in their study on “Commodity Taxa¬ 
tion in India” (1972), estimated the current 
(presumably 1971-72) revenue loss with refer¬ 
ence to standard rates at around Rs. 250 crores. 
It has however to be noted that a high rate 
of duty approved by Parliament is not neces- 
sarilv the normal rate of duty it intends to 
come into force. This is particularly true 
of tariff items which cover a large variety 
of products which, in turn, have a wide range 
of prices. In such a case the relatively high 
level of the dutv specified by statute is merely 
i he maximum within which the executive, 
in its discretion, can fix different rates of 
duty for different products. It follows that 
while some of those rates are near, others mav 
be much below, the statutory level. It would 
therefore not be appropriate to regard such 
exemptions as involving a direct revenue 
sacrifice. 

7. Duty exemptions have been assailed on 
several grounds. One of the major points 
made is that they lead to fragmentation and 
pseudo fragmentation which involve manipula¬ 
tion of accounts and other malpractices. We 
reported on this phenomenon in connection 
with the small scale sector of the match indus¬ 
try. As pointed out in our Special Report 
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the number of producing units in this sector 
had increased from 1257 on 31-3-1968 to 1688 
on 31-3-1974 without a corresponding increase 
in production or revenue. This would appear 
to be true of several other commodities as well. 
An example is steel furniture in which the 
number of units increased from 1065 as 
on 1-3-1969 to 1788 as on 31-3-1972, though 
production and clearances registered an increase 
of 13% to 14% only. 

8. It has also been stated before us that, 
where duty is exempted upto certain levels of 
production or where rates of levy increase w'ith 
higher output, duty exemptions have the 
effect of inhibiting or restricting production. 
This is said to be true largely of marginal 
units which stop short of the limit beyond 
which their production would begin to pay 
duty. 'This has the effect on the one hand of 
reducing the revenue yield and, on the other, 
of adding to idle capacity in a situation which 
demands maximum utilisation of installed capa¬ 
city. It is alleged that many of these units 
do not really step down production. What 
is practised is systematic suppression of pro¬ 
duction throughout the year, so that by the 
end of the year the unit is still within the 
exemption limit or the preferential slab. Duty 
revenue is tints evaded. 

9. It is claimed that fiscal preferences fot 
different sectors within the same industry upset 
the economic equilibrium between them. 
Examples are cited of industries not subjected 
to excise duty and it is argued that, in many 
such industries, different sectors do co-exist 
and manage to find an internal equilibrium 
which is not really disturbed when a duty 


comes to be imposed. It is the exemptions, 
according to this view, which cause distorations. 
Al the same time, those who benefit are not 
the genuinely small people. 

10. We have referred to the Public Accounts 
Committee’s criticism of the executives power 
to exempt. The Committee has also criticised 
exemptions front the administrative angle. 
Other important point made is that exemp¬ 
tions render assessment an unnecessarily ela¬ 
borate and time-consuming process. In the 
effort to spell out criteria for admissibility of 
exemptions, numberous distinctions are in¬ 
troduced and the tariff gets complicated. 
Instances have been cited where exemption 
notifications have led to proceedings in courts 
of law and protracted delays in finalisation 
of assessments. Another point made is that 
the power to exempt has been utilised by 
the executive to extend substantial duty con¬ 
cessions. Attention is drawn to the fact that 
in 1967 alone, the Government/Board had 
issued 273 notifications covering 51 different 
excisable goods, including major revenue- 
yielding commodities like sugar, tobacco, 
motor spirit etc. and that of the 273 exemp¬ 
tion notifications, the number of notifications 
which gave total exemption from tariff was 
128. 

11. It is generally agreed that schemes of 
exemption provide considerable scope for 
evasion and avoidance of central excise duties. 
T he evasion is facilitated by the withdrawal 
of physical controls under SRP. We deal 
at some length with these matters in Chapter 
It) ("Evasion”). 
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CHAPTER 7 


TAX BASE! DIVERSITY AND CATEGORIES 


The broad tax structure and patterns of con¬ 
trol have been referred to in the preceding 
Chapter. Mention has also been made of 
the diversities in tax rates, inodes of levy, and 
schemes of duty exemptions. 


2. As already stated, the present central ex¬ 
cise tariff covers 123 excisable goods of which 
six are completely exempted from duty. The 
expansion in coverage of the tariff and increase 
in revenue realised from Central Excise duties 
are reflected in the following table: 


Number Gross revenue Revenue Union ex 
Year of from all from Union cise revenue 

commodi- Union taxes excise as percen- 

ties (Rs. crores) duties tage of gross 

(Rs. crores) Union tax 


revenue 


1961- 62 . 5.3 1050.95 489.31 46.6 

1962- 63 65 1281.43 598.83 46.8 

1963- 64 . 65 1630.26 729.58 44.8 

1964- 65 .. 66 1820.68 801.51 44.02 

1965- 66 . 67 2060.67 897.92 43.6 

1966- 67 69 2306.50 4033.77 44.8 

1967- 68 69 2352.68 1148.25 48.8 

1968- 69 74 2509.84 1320.67 52.6 

1969- 70 80 2823.07 1 524.31 53.9 

1970- 71 91 3206.80 1758.55 54.8 

1971- 72 116 3872.44 2061.10 53.2 

1972- 73 

(Revised) .. 120 4537.79 2428.18 53.5 

1973- 74 

(Revised) . 123 5113.56 2741.25 53.6 


Source :—Explanatory Memoranda on the Budget of the Central Government. 

(The revenue figures given arc net of refunds but include commodity cesses) 

3. Excluding unmanufactured tobacco and ween them, the first 40 commodities account 
commodity cesses on salt, coal, rubber and for Rs. 2464 crores or as much as 92.89% of 

iron ore, which are not collected by the Ex- the total. The blance of 7.11% (or Rs. 188 

cise Department though included in revenue crores) represents the total revenue contribution 

from Union excise duties, the gross revenue of no fewer than 77 commodities. Included 

from excise duties in 1973-74 is estimated to be in this number arc 29 commodities which ac- 

Rs. 2652 crores. Table (1) appended to this count individually for less than Rs. one crore 
chapter indicates the extent to which individual and in the aggregate for Rs. 12.38 crores. 
commodities have contributed to excise re¬ 
venue for each year of a period of six years 

beginning from 1968-69. In this table the 4. In 1963-64 there were 63 duty paying 

commodities are arranged in descending order commodities (excluding unmanufactured to- 

of the revenue contribution they are estimated bacco) which yielded in that year a revenue 

to make in 1973-74. It may be noted that the oE Rs. 662.77 crores. In the space of seven 

first 23 commodities (with a yield of more than years, i.e., by 19/0-71, the excise revenue in- 

Rs. 20 crores each) together account for Rs. creased to Rs. 1675.41 crores or by more 

2229 crores or more than 84% of the total than 150%. The increase of Rs. 1012.64 

Budget realisation. If we proceed to include crores was broadly accounted for by the follow- 

the next 17 items on list, we find that, bet- ing factors: 

Rs. crores 


(i) Growth in consumption or/and increase in prices where duties are ad valorem . 

(ii) Increase in duty rates 

(iii) Extension of excise to new items 

Total ...•••• 


477.16 (47.1%) 

477.75 (47.2%) 

57.73 (5.7%) 

1012.64 (100.0%) 


=i_8 nrNT&r,F,/74 
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5. The commodity-wise analysis may be 
taken a step further as in the unit-wise sub¬ 
categories of Table (2) appended to this Chap¬ 
ter. The table is based on data provided by 
Collectors in respect of factors falling indiffe¬ 
rent duty revenue slabs. The information 
relates to 1971-72. The total commodity-wise 
figures as worked out on this data vary slight¬ 
ly in some instances from those set out in the 
relevant Budget documents or supplied by the 
Statistics and Intelligence Branch. But the 
differences are marginal and do not affect the 
validity of the following observations concern¬ 
ing the data set out in the statement: — 

(i) The four highest revenue slabs, which 
comprise units yielding a revenue of 
more than Rs. one crore each, include 
only 1.5% of the total number of 
duty paying units (excluding powerlooms 
covered by the special procedure). In 
terms of revenue, however, thev account 
for nearly 70% of the total realisation. 

(ii) Factories falling in the lowest revenue 
slabs and yielding a revenue of less 
than Rs. one lakh each account for onlv 
Rs. 25.68 crores or 1.28% of the total 
revenue. But numerically they com 
prise as many as 18874 units or more 
than 78% of the total number of duty 
paring factories. 

(iii) The rest of the duty paving units, 
which mav he considered as the medium 
sector (with a revenue yield of between 
Rs. one lakh and one crore), account 
for 20 to 21% of the total number of 
units and for about 28 to 29% of 
the revenue. 

6. It is noteworthy that the small units, 
though preponderant in number, yield only a 
very small traction of the total revenue. 

7. We refer in another Chapter to certain 
commodities in which, on the basis of avail¬ 
able evidence, the extent of evasion must 
be held to be appreciably larger than in others. 
The interesting fact also emerges, as we 
shall later discuss, that these are by and 
large the very commodities which have a laige 
or preponderant small scale sector. 

8. Effective control of small units for pur¬ 
poses of levy and collection of duties, main¬ 
tenance of proper records, submission of perio¬ 
dical returns and compliance with process 


of law has been a matter of considerable con¬ 
cern to the administration. In its search for 
more revenue the Government has sought to 
cover fresh commodities year after year. In 
that process, a widening range of small units— 
with an increasing proportion of dispersed 
units—has tended to be brought within the 
purview of exicise. The resulting ad¬ 
ministrative problems, as already explained, 
have been rendered even more difficult by the 
numerous categories of exemptions which it 
has been thought necessary to build into 
the dutv liability of the small sector. 

9. The view has been put forward that the 
definition of small scale industry adopted in 
1966. for purposes of industrial policy (ac¬ 
cording to which all industrial units with a 
capital investment of not more than Rs. 7.5 
lakhs, irrespective of the number of wrokers 
employed or other considerations are classed 
as small units) might also be adopted by the 
Centra! Excise Department. We find that 
this has indeed hern done in the case of two 
commodities, namely, wireless receiving sets 
and wires and cable’s. At the same time, the 
criticism has been made that this definition is 
unsatisfactory in the context of excise levies, 
whore relatively small capital investment and 
relatively large excisable production often go 
together. 

10. For purposes of analysis, it would he 
also useful to consider a distinction on the 
basis of the organisational set up of the manu¬ 
facturing concerns. They could, for exam¬ 
ple, be categorised as (a) factories or under¬ 
takings run by Government Departments like 
Railways. Defence, Posts 8c Telegraphs, or (b) 
other public sector undertakings under the 
Ontr-tj or State Governments, or (c) large 
industrial houses in the corporate sector, or (d) 
private limited companies, or (e) proprietary 
and partnership concerns and so forth. Such 
a classification would be relevant, for example, 
to the. view that in an accounts-based form of 
control like SRP, the procedure can be modu¬ 
lated to the standards of tax compliance, re¬ 
venue potential, accounting techniques and 
other considerations pertinent to the cate- 
gon of unit concerned. We have had some 
data complied on this basis. Table (3) appen¬ 
ded to this Chapter provides a break up of 
central excise revenue derived in 1970-71 and 
1971-72 from the different categories indicated 
in the table. 



Revenue from Excisable Commodities (other than unmanufactured tobacco) for 1968-69 to 1973-74. 
{Source :—Explanatory Memorandum to the Annual Budget). 


29 


«2 

Si< 


<*>•3 

*7 5 

Pi ts 

en < 


cn < 


6 2 
Si < 


<7> 2 

c£> O 

07 < 


CO 5 


TJ 

O 

6 

S 

o 

a 


B o 


• o 
V2 £ 


c?j 


cm n* 

^ lO O 1" 
O n-4 07 1—1 


'CM 


CO 


o o o O 
82 
o ^ ^ 

(M g CM CO 


60 co io*o in r 


CM 

00 CM 

— o 


O in 
O Lo 
Tf 
CO 07 
—• ^ 


co 07 
•n 

o^T 

cm n* 
o ^ 

07 03 

m 


jv.ri 

SS gR 

«s sg 

«—« f-. 


07 f-. 

cm 


- 


; -3 CM 


«n °3 


O lO 

*> r- 
"+ eo 

CO 


$ 00 


„ _.{-, _ v _, 

O O qT O O 

»$ Ssj BSS 

'*§ 1 S 8 


W7 


*o 


^8 
eo W 

CM 


SR 

SR 




o o o o 
o — o — 

—• lO (O — 

O O co 07 
— co co 


CO CO* 5^?? 3" 03 

^ to CO 07 CM ~ 
CO CM CM ^ CM ^ 

^co, 2><o_ ^*<0, 

f o go ggf 

tO CO ^ 

^ co in cm in ^ 

rh kO to 



S 07 tO rh 

tO.aC 

o-t 07 CO 
— CM _CO 
r O CM 07 *-« 
60 in ° 60 
07 CO co o 

— =0 2 r> 

CM — 60 


Ss 

r&> O' 
CO CO 

-t 

07 o' 

07 

•n — 

tO (o' 
— CM 


co'co' 
CO to 

CO 60 

eo co 

O ^ 
O 07 

S' ST 

to 

S!f 


m 8 

■th r- 
_CO 


60 CM 
>n 

^ 60 
ww 

T*< —. 
60 

CO •*»* 

^60 


J* cc 
60 

— 07 
60 

— o 

—i CM 
r- 

r- 

— in 
r-. 

2 r*. 
n- 

CM CO 

co cn 

C~1 cp 
CO 1-0 
r-* 

r- 

60 60 
60 in 
60 nr 
— 07 

iS jg 

ce ro 

RS 

03 r}- 
CO CO 
07 03 
CO CO 

—* tn 
07 

CM 

00 C-4 
CM 

CO 03 
— 03 
CO Th 
60 CO 
CM 

Tt 1 nj 

n»-60 
co co 

H* CO¬ 
CO 

r^cn 
in — 

60 o 

CO »~- 

•o 

Ol —« 

O co 
60 60 
CM 37 
CO 

O co 
—1>- 
CM —. 

uO CM 

co m 
in eo 
co m 

32 

Ss 

07 C-{ 

co in 
co t-. 

CM — 

in 

in 

CM ^ 
«>2 


ss 

— CO 

co^ 

£2 
CM r~- 


CO CM 
— CO 


60 07 07 S' 
07 57 3* 


28 


CM CM COOT' oTc 

cm CO eo — CM CO - ' 


^2 O CO ^CM CO 60 r- — 1 tO 60 ^ —* CO rf* CM 60 cm co 

>—■" — CM CO CO m+e lO in trs 60 r m t*A 


o 07 

CO n 
O 
- ^ 


*• PS - 


$ 


to to " o 

070 lOtn t"* CM co to 60 — —* CM 07 007 

co iO CO CO 07 ^ * O NO 37N - 

0-0 men oc-> coo cooi 't 1 -f 
'iCJ CO lO CM o- 00 o r-- CO O or 

co — n- —> co or o ^ 


t CO ^ CM 
- V*CO CON 

o —> — 



CO —< 
07 eo 


O 07 
£: -f 
co co 
-r (o 


CO o 
2 to 
O 60 
^,CM 

Sr 

60 —i 

CM CO 
CO 


CM t-N 


58 88 

CO tH ^ CO 
_^co w .CO 

co r-. <— co 
07 rh <n CT) 

^3 CM On ■—' 
07 60 60 
— in 


S2 

CO o tn q 

^co_,-3* 

2 o 2*0 

2 ? ‘o ^07 

2 CO 60 o 
’“■* in 


8 07 In ^ —• »n 60 ^ co - 

co 60 to X> CM CM tfr* 60 

r- .n to cm in co to eo <o ^ 

—^60 
O CO* CO 60 Oto 07 ^n CM 

CO r- CM O — -H 07 

CM -f. 60—* CM CO m 07 CO i. 

0 60 07 60 03 c- m 

— 60 CO 07 07 


CO 

2 CM 

CO CO 
60 CO 

-8 

eo CM 

n. r» 


o ^ 

,_,r- 

Cl-CM 
to r- 

— + 
_r- 

SR 
60 —< 
— CO 

tO CM 

82 

r- 

m 

O 

— CM 

tn cm 

CM 00 


^ — *o r-- co 
^60 COM- er> 

^ 2 ^ ^ ^ 



to r- O 1^* 07 
— tn — 60 


to in 




o n 

^ 60* <0 CM 

,_,m <o 

CO CO 07 CM CO 2T 

COCO CM 60 CO^ in O 
07 60 to OTtO tn«~* 
60 60 r-. Tt- tn o r-co 
in o c-. r-. 


<5o o < 

2 CM co C 


? R3 07 o 

?N ^ CM 
“ CM CO 60 

CO co 




CO 

o" 


K' 

tn 

CM 

07 

07 


tn 


in 


n* 



o 

d 

o 

o 

CM 

CM 

CM 

60 

co" 

CM 

60 

o 

CO 

(O 

CO 

s 

07 

03 

n- 

m 

in 




o 




co 




CO 


co 


O 


CO 


CO 


CO 


07 



a 

co 


o 

s 


3 

-d 

o 


£ co 


TJ 

3 

PS 


C& 


< 

60 


bo 

3 

CO 


5^ 

o 

o 


a 


a s 
o £ 

* c 


3 

Eh 


>- 

H 


s 

3 

‘S 

e 

3 

< 


3 

*T3 

o 


*-> s-< 


^3 


3 

u 

I 

c 


CO 07 60 CO 


s 


K 

5 

— CO 


1 I t 


< 
t n 


— 1 CM CO 






30 



© x © © 
0)0 r- r- 

© © •&< 

CO ^ CO 

<©o <d© 

up *r 

© © x 
cm cm — •**« 


O © © CO CM © 
r- •'r © •— © © 


O O O O tO © 
© CO to CO to CO 
CO r» CO © X CM 

— CO — CO — o 


Zl© o tO 
Z-.cm ro up 

UP _. r-* 


?§ 

^.s. °£ °S 
if?! o£ Sg; 

S © m£: — £4 

PZ op cm pr — 

« -g ■*• 

<M Jj -M 


o'© 

g* 

© _ 
© . 

X ©* 
© © 

?r© 

© X 

o —« 
^© 

• CM 
© o> 

O CM 
w Oi 

d CM 

^op 

cTr^ 

© r- 
© rt* 
— © 
tj- 

© — 
O io 

“p 

82 
o lO 
© 

to 

r-. © 
x © 
!? 


si's? 

. ® 5 s-i °< 

§ m o 55 2 i 

§s gs « 

S "8 

cm cm 5 


?o ss s?i fp gs g& s& sg 

t® ®S ®§. ogogo- O- Og Og 

or*, o— osr .—, — cT —' m X c-i co Om © cc 

':°. N o'Q tS © co © S ^ cc 

o 2 o^i © © © 

“ O ° ZZ — CM © •'T © © 

Cl ^ CM ^1 0-1 Cl CM Cl Cf 


uo CM ’■$• 

r-» co o 


co co rc 
© O 00 
T* X © 
© O CM 
© 


© ro'Tf 
CO OP 


© O' *"• 

© ^ CO 

© ©g 
CM 04 JQ 
© X 


© © © 
_x w 

OiC o 

co © co 

© r-'- © 

— co —• 


' © CO oT 
<• X © r» 

lE !s 

p © © ©" 

— © © 


© — 
© © 

© © 
CM 5 s 

£g 

x'X 

CM CM 

© CM 
© 

o<m 

o © 
© 

© © 
© 

CM © 
r>. — 

io 

X 

X ^4> 
to?: 
to 

X 

gp 
— © 
to 
X 

© — 
to Q 
© to 
© 
X 


X s © ©^ 

© o © © 

— CO —I in 

© © i?r^ 

CO CSJ © 

CO CO o 

^ta «$ 


CO o- CO oT o' 

co cm © I s *. r* trj 

—« r; © bZ © © 

W «P ^.CO 

eg CM oT o oC 

© — CM CO CM iO 

CM © © CM CM O- 

CM © © — o 

^ *tH © 


CO —© 
CM © © 


. r* r* to 
i> co — 
— —© 

iO in 


x£p P2 ^ — , $2 £To ~p sr © Q ©© xio coco 

•Jo ^io ipO rf'O cot 1 eor>» © —, ©cm 

od °r on ciw d co ©^ o Tt^ 

© w .<© © © © op w OP © 

^* ©, to r}« co CM ^”cm" o cm ctT—' © — ©" to © 

X £ © £ £ tn^ 'g co -- S ^ © 

^S2 ^ ^ rr yp^; eo ^ ©o — 

■•r io g r*. © co © <—> © 

■-O iO to ^ io uO © (j © 


© — ©— ©^' 
CO CM o CM UP © 

d © CM f* — CO 
' ^S, s^ 00 -w 00 
C-I —^ © CT) CM 
© CM © — O CM 
r" -t 1 © © c- 
CM © CM © CM © 
CM CM CM 


-g CM© 

© O' © 

d © — 
c> ^© 

d’© 

•8 SS 

© — CM 


sss 

© X 

is 

CM © 
© 


— r*. 

©'© 

CM 

O CO 
© 

°l. 

o 

_© 

O lO 
w © 

o © 
^© 

o © 
_© 

© © 
© 
© 

CM » 

Lo 

© 

© 

*+ © 

© © 
r-. 
© 

cm 

co co 
© © 

© 

© © 
© ^ 

“S 

© 

© CM 

~ X 
CM 
X 
© 


© to 
— CO 

X © 
© CM 

CM ^ 

t-> —• 
— © 

© rt* 
03 3* 

©Jo »- 

© X ^ © 

r-^X 
x — 

co re 
X 

© Of 

_x 

CM Tf- 

CM © 

_x 

CO 

^.X 

Oco ° © 
_x _x 

do 

© 

to r>- 
o ^ 

© CM 
© CM 
O 

O S O) 
CO CM 

*+> o* 

fN 

O 

— © 
© © 
r>. 

CM lO 

o 

r> cm 
CM X 
O 

go CO 
OS •*+> 
CM o 

% © s© 

X cn O 

© — 

CO co 
x © 
©© 
— CM 


X 

CM © 
r- © 

X X 
to Tf- 

© r> 

tO © 

CM © 
© © 

CM— 

© — 


S'— 

© 

c7© 

©co 

X- 
^ © 

S S' 
© © 

© I s * 

©'©' 
© © 

d 

© 

s —^ 

o © 
w op 

© — 

^op 

O CM 

w ap 

d c^i 

w ap 

© © 
op 

• © 
© 

o © 
^© 

o d 
© 

© 

_© 

d 

_© 

o Th 
w © 

O tO 
w © 

X 

© 

X 

C-I 

© co 
© © 
X tO 
© 

cm in 

© X 
r* 2 m 
r* 

— © 

^ CM 
r-. © 
© 

© © 
© r-» 
© © 
© 

Th CM 
© © 

© 

CM 

• © 

. © 

2 Q 
rh cO 
© 

X^ r>» 

^ CM 
I s *. 

SP 

X X 
h% 

~ CO 
CO ^ 

^ <N 

X 

CM O 

cm 

© 

X 

o> aT 

re © 
^ r*. 
X 

— 

” 

— 

— 

— 



— 


— 


ZZ 



© 

C 

"1 w? 

!i a 

E 5! a 
1 
£ 

© ’o — 
v Kr »o 
T 3 SP co 

Si I 


« W 

X 


co < 

© © — 

© — © 


< 

© © 

CM © 



31 


CO tP ^ 
cm —< 24 *+* 


1.0 

CM © 


St 

© 
CO 


© eo 

O CO 

705(0 

248550(93 

O eo 

o 

o 

w-P 





*2 © 
4* co 

to in 

O rf 

© o 
<o — 

m in 

CM CO 

CO 

© 

r* o-. 

»M 

CO 

r* 

© ni 
05 
Tt" 

to CO 
05 

4* 

'O 


COZ2 CM CO 


PTCO © Cl 

^ CM ^ Tt 
nW O CO 

°© w g, 
X © N« 

§I 5 i 


r- © 

CM ^ 


$2 
<«o ^ 


<0 cc 

— CO 

o co 
w © 
o X 

£* CO 

cm ai 

CD 

CM 


iO CO CO *S 


^© 

Sg 


II 


^TcO — rt! o' T ** 

CM m CM ^ ^ © 

dd dg o;n 
—© **r>—-— 

S CO rt" g CO O' 

■"a “’S ‘“ 


© eo 



o CO n* £ 
CO © CM 
in in in c — 
o JT. 


CO © 

cm m 


o m 

in rt* 
in co 


eo ^ ' 

r® S< 

P rt* • u 
^©_ © c 

£2 |ji 

(N “M 

CM C 
04 C 


CM © 
Of ▼ 


2© ^r^Sr''©'© ©Jn 

•-"00.©~CM— rt* 


eo m 
cm co 


rt* © 


n ©rt* ©g cTcm 

^ CM —* CM O o --J 

eo © eo P, !± o d 

© _©, w © 

So rt* rt* 52 55 inX com »n — X''"'’ 

geo co3 TO§ r-S " co 

**>f2 ^ ^ § ~* ro ^ SQ rt«in 

co 


CM *2 rt* ?T 
CM CO CM Q2 


o 
© o 

CM £2 
«*>§ 
CO 


o rt* 

C7) 


r-CM 
CM 00 

o2 


o ^ 
S m 
n cm 


as 


o l O 
cm n. 
*n £; 

co 



> £ w <g O« OW S-1P ci £ oa Or,' 

^o x® o* wS- —2- g2 ^2 —2. °£ _« 

$a |s ?? S§ 88 ?8 SS? ?,S? gg 8 & 

S s ♦!£? ■*$ s "8 ’"'R M g 



S "* 22 R§f S 3 OR 

~ ^ „E !a ®£ as °8 °8 

5f= «8 §2 8- 3® ~3T OTIS’ 

Eg *8 8S 8® 82 £? Is sl 


CM $£ 

cmP 

®8 

II 


S8 

eo cm 

3 


2s gg ss £S 

°ri ot 0 t ®t: of. 

--2. ^,2 —2. s-“ 

2? — s S« ” 

KS 2S S= 
t % 



PS" f. 2 

_ o Cs| o 


co <o 


c* °J 

o< w 


bo- 


_“a&S 

s| sa 5® =« 

CM.P CO ~ r>. 

S <0 


o in 
_o 

CM i?T 

Q o 


<o 


CM tO 

r* co 
—* n 

£ £o 

CM o 


eo oo 

CM 4* 


10 2 

*—< © 

© d 

w— 

© in 
© 

© d 
w © 

d 2. 

© d 
© 

®8 

© 

r* cm 

co >n 

CM 

© 

© ^ 
CM CO 
CM 
© 

ni 

52 n- 

^ CM 

CO 

© 

RS 

© 

© 

© 

r*. in 
in cm 
cm 5 

© 



83 

sg 

in in' 

— CO 

m 

co 

it 

Zt 

11 

: 8 
'—- 

•4* ^ 

§s 

aS 

■4* 

© 

* r* 

** © 
© 

8 

© 

■ © 


^m'S' © <o 
o ^ cm r* 

o’ “i o g 

<Tt, 0, 
^ o tr 
nice P co 

CM ^ CO 

co co 
eo co 


^ 2 
<7> 
CO 



2§ 2§j §8 22 2a SS 25 

°r£ 1 b. li. it it 

^.m ^ r- o o ‘O 

— ^ —n- — o «o oo , ., 

o cm cm co — m 

CM CM CM CM 

•*+* rt" ^ 




O CM CO 

♦ m © in 

s. —SI 

o> 2 *> 
co co rs. 

• r- c° O 

* co o> 


X-rt- 
cm n 

o »n 

O) 
tJ* — 
CO © 
cm eo 

05 


.m ** 
' m © 

p> _ 

X CM 

:8 8 
Ol 


—. co 
CO CM o 

un o co 
,Ol ^.0^ 

co gj CM 
05 COCO 
m CO o 
05 O 
CM 


3 S 


n* in '-o 5IT 

•—CM CO (j 
O 

_ ^ ^O) 

2 a So 

•— rr CO 
CM CM -4" Zr> 

o 5 

CM <>1 


co o> 

—- rs 


o © 

05 


CM 05 
© 
CM 


•P05 

bon* 


05 

o 

CM 


•’R aS 2® gR 2R £§ 

^ «n co cn —• 


8 


R £o sa a§ Sg gg g 

g ^z: co^ ~cm 2S -p 

S 5. T, CM CM 


... © 05 

-X 

50 © 2 © 


^ ^ m 


w CO co 

— © to 

— CM CO 

CM CM 

CM CM 


8£® 
d 


? co .. 

^ CM 
CM 


N CO X 
—. ^ eo 

« °® 
-2- w-S 

CO CM 

in ^ co 
to ^ CO 

CM CM 
CM CM 


= 8 

:§ 

s® 

-3 


8 


. © 
. co 

CM 


* 

TJ 


P 

O 

w 

Qh 





w 

p 

< 



P 

t- 


-0 




5 

c 

rt 

a 


C 

© 

a 

r - 

3 

V- 

P 

cn 

be 


3 

p 

0 


{£ 

jp 

C 

[> 

3 

V. 

£ 

© 

[0 

© 

‘G 

Si 

3 

rt 

c« 


JS 

3 

<2 


> 


o 


Du( 


2 g* 


Ct 

!A 

8 J 

"’i 


Cc, 

C 




< 

m 

co 


rt 

rt 

g 

3 


CQ 

CO 


P 

TJ 






0 

a 

E« 



Vi 

. 

. 


0 

>-• 

C 

rt 

c 

G 

rt 

fa 

u 

-0 

0 

0 

fa 

fa 

O 

a 

TJ 

1 

C 

rt 

d 

u 

rt 

C 

c P 

« 

-e 

_« 

c 

0 

s 

§ 

Pi 

O 

-a 

2 

fa 

a 

1 =§ 

8 

1 

u 

3 

fa 

0 

fa 

•«« 

H 

6 £ 

fl 


SL 

fS 

i 


< 


a 

M 

o 

*§ 

M 

o e 




2 

p 

3 

■g 

£ 

C 

I 

c 

o 


a 

N 


■8 I 


.r 

s 

a 


$ 


m 

CM 

© 

CO 

s 


© 

CM 

CM 

18 B 

14B 

14H 

CO 

•4- 

16 B 

% 

m 

26B 

8 

© 

8 

n 

CM* 

in 

CO 

m 

54 . 

in 

in 

© 

lO 

r*.’ 

•n 

co 

in 

©* 

in 

© 

© 


o 

eo 



32 



t.0 
— CO 


w es 


o ^ o P 
z: to £: 
M g M§ 


°s :e 

Ip! 

cm 


zS = 2 eg 


?S O 


CM 


05 

CM 

CM 


® 8 5t 

02 g" 

•'f 
O 


< O 


S2 

O O 
O O 

0 ‘-5 

0 

0 r- 

feS 

r- 

O 

eo 

0 

0 cd 

. ,<T, 

0 CO 
<?> 

3 -§? 

°8 

°8 

is 

O 

co 

0 

2 5 i 

0 —* 

0 <Tj 
CM CO 

CMO 

gs 

CO 4 — 

*->. » n 

10 y 

0 

O 

t“x 

CO 


lO CM 

lO «r*« 


0 8 
°g 

in r~' 


*—< •—> CM 


8'g g~ o2 sg 
°gj °gj °8 

Or, ©V 0£4 gM 

2§ rg 2? 


CO 

CM 


CO 

CM 



ig gS'i'g 

® 8 £8 

9 g£S 


' o 
O) 


« CM 

a> 



§9 

co '£T^ 

•^ r-. in 


• o' 

•O 

.8 

°g 

• co 0 op 

®S. d g d §. 

CO 

• cd 
0, 

99 

— CO 
r-^ 

■O 

p i^r^. 
CD CO 
• CO in 

- r-~ 

, f -0 to 

2 S S p p ”04 

£HS 10 

^ to ro 

w 

CM 

«n 

’•I 

CM 

i*0 

’ CC 

to 


S'S' co 
oS o 

o cd o < 
w $ 
CM — 1 
COCO CO; 

C-J. - 1 
§ < 


8 2 S' 


,‘0 ° 

5 05 ^ 


8 !s 


P cd 
n r-. 

CO to 
O CM 

IP r^. 

29 

co or 
co g 

cn 

co 

— uO 

cc 

0 

— t^. 

§ 

^1 

s 

8 

to 

8 

'O 

■ S 

to 


I"? S?S3 sg 
d 8 s.g| d gi d fR 
SK ^g £? 3S 

i 11 s 


© m 
o cd 


— 1 CO 
MOM 

■ — —■ CM 

■ CO CO 


d^CM 
. '-O Q '>D 

'8 d £ 

jjjf o>eo 

co r-« —"• 

CM 
CO 
CM 


08 

_ 



. ^ 


__ 




_. 

—• 



88 

CO 

c^ 

CO 

O-T ltT 

O — 

0 ud' 

~ CM 

*n 

CM 

O 0 
-p CO 

on' 

— Th 

BS 

£jrt- 

to 

Ss 

r-'- 
. to 

O CO 

do6 

0 

0 cd 

CT) 

: t 

* cd 

£2- 

°8 

P8 

• cd 
cr> 

O CD 

0 c r> 


°cd 

W-O 

PS 

'§. 

in"o> 

— CO 
CM 
CO 

CM — 

co r>. 
r-< co 
co 

•H- 

CM CO 

O r- 
cm «n 

CO 

CO 

r^. 

• uO 

• CO 
-f 

cd" 

r-- 

• 0 

• co 

rH 

ws_/ 

rh n* 
CO 0 

to 

CO 

82 

^ f- 

co 

•+ 

to 

-r 

• r- 

• co 

CM co" 

•+ co 

—* OD 
CO 
rh 

p 0" 

M* CM 
"2 

0 2 
^ rf 

0 pr 

ss 

CO 

4 - 

1 

. ^ 

. co 
•* 


^ CM Th T 

• . — r~- — c 
•co * 

CI Ott Oc 

w v y> . c 


• co 


CM 
—■" r*» 

cm in 


• CO 
Q 

CM 

• m 

• CO 
CM 


zr ^ CM ~ co' 
© Od •“j o 

90 o co S-cn 
. 52, ©> 

•cm coo 2 cr> 
r>. _ co ^ 
in — 


co 

CM 


CO 

CM 


CO CM'^tT o'o' 
.0 ^ •—* CM 

*0 o cd © cd 

52, ^,©_,© 

© O o> tO 0 
. £M Tt’ x> MO) 

. £ —' x -* © 

30 CO CO 
CM CM CM 


© © 
&5> 


S£ 

*8 

9g 

I 


© 


Is. 


w 

I ’ I 


|f£ 


o 

? 


O') 


—. * — CM 


U) 

c 


: 8 !s 

^ co^ 

0 2 ^ 
.CM O 
. ^ CO 
CM 

— CM 


8 

S 


.2 

t- 

o 


£ 

o 


<# , 

2 ■ 

3 -C 
£ 


o 

« 


a, 

£ 

pH 

c 


p 

P 

< 


_c 

‘u 

to 

*a 


< 

£ 

•3 

V 

O 

C/5 

G 


C 

< 

< 


■ 3 

o 

o 

HH 


W 

be 


S 2 

si 

3 « 


Sh 

"ft 

*3 


£ 

3 


a 

£ 

u 


p 


bo 

c 


o 


Q 

CO 


< 

o 


O M 


« 


a 

rt< 


c n 
S 
•3 

c 

C/2 


pp 

P3 


a 

& "3 

< £ 
cu 

ri _G C. 

o ^ n: 

a ? Pw 


X 

o 

Q 

V 

o 

u 

_3 

3 


H 


32 

-a 

r3 ^ 

0 -2 

« I 

1 

> ^ 


< 

< 

co 


O 


CO 
. ^ 
! 03 
a> 


8 

;2 

o 


. o 

•5 


s 

• CO 


-2 

pa 

£ 

8 

S 

O 





33 



© er> o o a 
tn in •»£ S co cm 

$ 8 S 

CM CM 



;S8 

“®8 




.8 

'8 t® 

.o Sg 


s? 


g« S' 


>8 


®8 ° 8 

CM CM ^ 


co'o 
o CO 


' 9 cm o 

<D> 

cm 

CO 

CM 


2 -ts? ggssgssS 

^ .& g og do; o$ dg 0 g 

CO 


tf} CM — 

o m 


?s 


>8 


o a> 

w o^ 

o ^ 


r-s 

w mo 

|E 

§1“ 


00* W Q •— —« CM CO 
Jo Od © CO © O 


CO 

~ r- 
2 © r- 
^ — CO 

cr> 


S|s|S|$|s“ - 

» I s 8 8 : 8 


• CT> 

O) 

of & -p 

!© co in 


O © OOl 
© © 


;s 


8 


• «-»'— 

• © © e'¬ 
en 

© 

m — 

• M 2? 

• 5? 25 

© CT- 


• »b 

'8 sr 


• co 

CO 

CM 


— © 
. P" 

* • o 
© 

© 


88'S3 gs S3 gS S8 gg 

$ ®8 °8 ®8 ®8 °; 

CfiT cT © ©" © Oto o^’Q^ 

tF In ?p © ^ co -•p *> ^ *r -<p in 

“ ^ 3 S 10 

co S2 <& co 

CO CO co CO 


;.8/®gi 

>d oa 


CO 

co 


R SK gR SR SR'.-SeS sg 

8 ^8 6 8 °.8 ®8 ® 8 , 

S XT XT’ CTi r^x LT irT'tO —< 


20 il Tp CM © © © O *2 ‘G S£ 32 P-. CO 

S g? 1 ^5 "S 

: | 8 | 8 8 8 8 g? 


8 

S 

:S 


R 

• 8 . 
CM 
CM 
• in 

■? 


o' 

o 

8 

.8 

o 

1 

CD 

1^. 

CO 

o 

dT' 

6^' 

n- 

S 

ro 

cc 

CO 

cc 

CM 

o 

8 

o 

S' 

<G 

CO 

'd 

i 

d 

m 

8. 

- 8, 


s 8 

o* 

.8 

d 

.8 


d 

8 

*d 

o 

8 

o 

.1. 


•<T> 

CT) 

d 

o 

8. 

8 

co 

^3- 

CO 

s 

3 

8 


rv 

m 


$ 

8 

’8 

8 

CM 

r>. 

*n 

CT 

X 

r- 

CD 

S 

x> 

CD 

CO 

8 

8 

: 1 

: 3, 

£§ 

s 


2 

• S 

CT, 

:8 


r>. 

O) 


Ci 

. i"- 
• Oi 

• r-~ 

• cn 


8 

'•8 

■G 

x> 

3 



s 


£ 

* ^ 


J£ 

<o 


JC 


'sO 

cc 

(D 


CD 

CD 


o 2> 

ii 


8 

'8 


X* <p *m cc 
cn 

: 8 '8 ®8 


S 

'8 


'8 


8 :8 
© CO 


8 

:8 


8 Ss 

••8 i 

<o ■<■ 


: 8 ; S 
S § 
: 3 


.5 .8 

‘8 ’8 


O 

* CO 

* rp 
CM 


: 8 

S’ 


Q co 

•CO . tj* 
‘ ^ CM 
CM •“< 


.8 gS 

'8 °8 
cm 

•K 

8 ? 


.8 gS 
8 ®8 
■S »s 

. 2 in 'g 


S .3 

‘8 ' 8 . 


■$ 


cc 
• in 


CO O co 

: g=? 

cc in" 

.8 

•8 5 


S' 3 8 
: 8 ®8 


« 22 — 

.8 


— 2 — 


m O <13 

: 8 ®8 

^ CM CO 


5 :4: 


or go a c> 

CO O CO o CO t cc 

: 8 

wcc as r^- 

.S “i -8 .8 

■f $ 3 -3 


^ CO —< CTi O) 

0 Oli Oifi <£t 

: g°8°8 : 8 

co" ^ £2 n- rh* 
o-( t —■ co •—> m to 


§8 

. ^ 

• °\ 

pr 

Oi 

O) 

rX 

.O 

°8 

^ CO 
— 

»—< 

'8 

oo 

’d 

CT) 

CO 
r^- 
• r- 

CO 

r>» 

• p- 

: ?' 

CO 

I-'-. 

• r>. 

‘8 

CO 

T*« 

t+< 

'3 

•*■ 

•3 

•3 

‘ -»P 

co'c^T 

CO 

n? 

. co 

CM 

. co 

ffi 

CM 

CO 

CM 
. 00 

s-8 

’ CT) 

'8 

'8 


'8 

in 


. ^ 

. ^ 

• p« 


n» 

rP 

• P-* 

* 

• ^ 


••"p 

*$ 

CM 

CM 

C-I 

CM 

CM 

CM 


i5 J o^ 


3 


* ^ 
CM 


. °5 CT) 

■§. : 8 

g R 
:! ? ;5 
3 3 


'8 '8 


■ 


e •? 


O 

® 

s 


« 

o 


<u 

3 


ca o 


bfl 

G 

a 

i 

t/3 


s 

I 

to 


« 

*rt 


fi 

Q 


a 

e 

o 

G 

It 

« 

T3 

§ 

S3 

tS 


S 7 

rt 2 

*o ^ 

i ° 

5 I 

6 
G 
O 


o 


G 

O 

O 


CS 

Pt 

S 

o 

-G 

a 

c 

£ 

ci 
. w. 

c 


.JS 

% 

•3 

6 

•3 


a 

H 

■o 

o 

H 


O 

•+ 


& 

<— 

o 

a 

H 

rt 

D- 

G 


<♦ 

< 


c 

u 


be 

G 


■ e 

fU 

b 

-Q 

X5 

3 


03 

3 


d 

Pi 


Q 




8 

E 

c 


1 

0 

u 

J2 

8 

0 

. S, 
« 

fi. 

flj 

.a 

(35 

*0 

H 

s 

tc 

G 

O 

k 

> 

cr 

G 

-•^ 

3 

rt 

Y) 

rt 

CO 

i 

‘0 

*0 

< 

CO 

CD 

CO 

3 . 

0 

LO 

*n 


ID 

104. 

105. 

106. 

107. 

8 


8 


■® 8 






Fork lift Trucks and Platform .. .. .. .. .. .. 19( 0.01) 33(0.01) 40 (00 ’) 

124711(99.82) 144779(99.97) 169983(99.98) 199587(99.83) 233589(99.71) 265012(99.94) 


34 


— *rs 

0 07 O* 

®gj 


o < 


iD O) *— ( 
CM CM CM * 


rs S?§ £§ Jff $8 ^.g £g : 3 . I 

>§ 5| Z3 5| zg z g zg g ■ 8 


:«5 -g 

<£> ® 2 cm 

^ *o tn kc 

S O !C 


cc ?) r- 
eo —» 

Of kC 

jQ m 


O or 

o8s| 
st? si 

CM <£) CM J 

co i 

w I 


^ ®£ s£ ■ £ ££ *! 

3 | 511 ®8 *8 z8 Zg Z< 

<§ 2 o =; 

55 S ^ CO CO CO £ 

8 5 8 S S3 a ' 




K~ 

eo 



'"^r-s 

Wh. 

&r^ 


CM 

O 

O 

O 


V . 

?; 07 

—-07 

4J 

/ 07 

• 07 

d 

§ i 

0 c 

5 CM 
5 co 

a 

<j: 

r> 

CO 

CO 

CM 

— O 

CO 

CO 

CM 

O 

• r*. 

• CO 
CO 
CM 

0 

1 /— 

LO 

*~^ c 

0 

CM 

CO 

CO 

CO 

CM 


ee 0 ? °g °,® 0 ^ bo^ o£ ^£ "Veo c* o§ ’g c° o g 

iS, 3 5£ 5$ is tS la z3, !§ !| |gj £a It 5 g 

s 8 i I s -ig s s “s ~g s 

H li n I # * n n 1 


a a s' 

t '8 '8? 


TO 2 —to' 

■ *. • °1 tea 

'a *8 la 


8 28 58 38 28 
- a g.8 ®8 ®8 £§ 

O eo® 0 “ 

® ~ 07 O 



IV 

07 

. 07 

. 07 

K 

. 

r>. 

. 

SS 

S 

: 8 


'8 

: 8 

: gi 

®g 

07 

l> 

R 

.£2 

07 

R 

8 

R 

O0 

CO 

| 

'I 

: | 


: | 


|v 

5 


8 2^ V® ®8 28 .8 . g 

•g.|8 54 °| £§ § ’ 8 

S ~8 ‘T’g SfC co a 

• r>- P* CM CM ■ CM ■ fN« 

■ 3 : 5 $ a a 'S’ a 


.a .a 

S S "8. 

• S ■ ^ • »c 

•S -J5 ••*■ 

—, CM CM 


.8 .8 5S 

s '8®S 


* fv • S |x 

*«* • + + 

CM CM CM 


3 .8 S3 sg £8 

•§, 'gj 5£5| zg 

CM CM ^ ZT ^ C' 

CM CM 07 Q — 

• r* • c- co 

•*+ i <2 cr> 

CM CM CM vf »*• 

— — ~ CM CM 


o 2 *2 
o © a> 

r*, CM CM 
CM 


IJ» | 

u 0 - a 


y> — 2 QC 

* 2 >§ « 


•—« 
X> 


i~ 8 8 = 


?g= Negligible 

’Sanctioned budget estimate inclusive of additional taxation imposed during the year- 

iOTKs: —(1) Figures within brackets represent revenue derived or estimated as a percentage of the total revenue. 

(2) Figures appearing in the second line against each commodity represent progressive totals of revenue up to and inclusive of that commodity. 




Classification of factories producing excisable goods in terms of Revenue realised during 1971-72 
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CHAPTER 8 

PRODUCER 


In considering central excise, it is necessary 
to distinguish the onus of tax compliance, 
which falls on the producer, from that of tax 
incidence which by and large is borne by 
the consumer. It is therefore of obvious im¬ 
portance to evaluate procedures from the stand 
point of those who manufacture the goods. 
In the ensuing paragraphs we endeavour to 
present in some detail what might b'e called 
the producer’s view of how excise procedure ope¬ 
rates. The instances and other material set 
out are largely drawn from the evidence placed 
before us by the different industries. We must 
add that the statements and representations 
cited in this chapter are those to which we 
attach weight and credence, though we do 
not necessarily agree with all that they contain 
or imply. 

2. On SRP in general, the replies received 
in response to the questionnaire and the evidence 
tendered before us reveal a very large measure 
of agreement that the facility afforded to the 
producers of taking clearances at all hours 
without official intervention is the most wel¬ 
come feature of the new procedure. This 
facility is widely appreciated as having (i) contri¬ 
buted to the smooth movement of excisable 
goods to various distribution points, (ii) effected 
a saving in man hours, (iii) brought about 
a reduction in transport costs and in cost of 
labour which had to be kept waiting for clear¬ 
ance of goods, and (iv) effected reduction in 
inventories. 

3. At the same time, it is pointed out 
that SRP had made no difference to very many 
things which the producer is called upon to 
do. First of all, he has to apply for and take out 
a central excise licence for manufacture. This 
involves the filling of an application, payment 
of a licence fee, submission of particulars con¬ 
cerning the premises and equipment and execu¬ 
tion of a bond with suitable security. A 
separate licence is required for each excis¬ 
able commodity manufactured by a producer 
and for each factory where goods are produced. 
After receipt of the licence, the producer is re¬ 
quired to exhibit it in a conspicuous place 
on the factory premises along with the 
approved ground plan, give a notice in writ¬ 
ing to the Central excise officer before commen¬ 
cement of manufacturing operations and indi¬ 


cate the nature of raw material intended to be 
used. If and when he intends to stop or 
resume production he has to provide a writ¬ 
ten notice to the Department. For pur¬ 
poses of payment of duty, under the provisions 
of the law as they have hitherto obtained, 
he becomes an “assessee” immediately on pro¬ 
duction of goods, though duty is actually rea¬ 
lised at the time of the clearance of the goods. 
Among his obligations are maintenance of 
appropriate accounts, fulfilment of certain 
requirements (including payment of duty, 
except where clearance is under bond) before 
removal of goods, and submission of various re¬ 
turns in the forms and at the intervals pres¬ 
cribed. 

4. In an earlier Chapter we have referred 
briefly to the producer's principal complaint 
of inordinate delays at all levels. This has 
been stressed by practically every producer and 
association of producers who appeared before 
the Committee and has been the main theme of 
many of the memoranda submitted to us in re¬ 
ply to our questionnaire. 

5. It is laid down that all clearances of excis¬ 
able goods shall be made only after (1) the dqty 
due on them has been determined in accor¬ 
dance with the approved classification list and 
(2) the price list submitted by the producer 
has been approved by the proper officer. 
Nevertheless, no time limit has been prescrib¬ 
ed for the approval of these lists by the De¬ 
partment; nor has any provision been made to 
enable the producer to clear his goods if the 
lists submitted by him are not approved within 
a stipulated time. The facility / of “provi¬ 
sional assessment” no doubt exists, but several 
lacunae and defects have been pointed out 
in its actual operation, including the inordinate 
time—and consequent inconvenience—which 
is sometimes involved in rendering the pro¬ 
visional assessment final. Several instances of 
delays in approval of classification and price 
lists and in finalisation of disputed assessments 
have been brought to our notice. Some wit¬ 
nesses have told us that, Lite time normally 
taken for approval of these lists is two to 
three months, but there are instances in which 
classification or price lists were not approved 
for two to three years. We realise that in 
certain cases involving tariff complexities or 
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difficulties of valuation, some delay is in- far as provisional' assessments are concerned, 

evitable. Nevertheless the complaint about the following data supplied by the Collectors 

excessive delays merits serious attention. So are indicative of the trend since 1968-69: 


Year 


No. of 
provisional 
assessments 
made 


Amount of 
differential 
duty involved 
Rs. 


1968-69 . 


* 

634 

6,47,440 

^Provisional assessments in 



f 

1,191 

3,46,542 

terms of Rule 173-B (3) 


Total 


1,825 

9,93,892 

relating to cases of dis- 






puted classification. 

1969-70 ....... 


* 

1,691 

16,41,688 

t Provisional assessments 



t 

11,455 

13,76,284 

in terms of Rule 173-C 


total 


13,146 

40,17,972 

(2B) relating to cases of 

1970-71 . 


* 

4,162 

75,76,416 

disputed value. 



t 

16,463 

85,97,744 



Total 


20,625 

161,74,160 


1971-72 (upto December, 1971) . 


* 

8)824 

85,90,509 




t 

19,965 

81,87,115 



Total 


28,789 



Total . . . 


* 

15,311 

[,84,56,053 




t 

49,074 

1,85,07,685 


Total 



64,385 

,69,63,738 


Gases of provisional assessment finalised in 






(i) the same year .... 


* 

4,352 

27,58,799 




t 

18,246 

32,43,821 



Total 


22,600 

60,02,620 


(ii) the following year 


* 

1,169 

12,12,763 




t 

6,401 

31,86,683 



Total 


-7,570 

43,99,446 


(iii) the second year following pro- 


* 

476 

6,13,272 


visional assessment. 



2,771 

4,35,378 



Total 


3,247 

10,48,650 


(iv) the third year following provi- 


* 

2 

7,113 


sionai assessment (upto 31-12-71) 


t 

12 

5,556 



Total 


14 

12,669 


Cases of provisional assessment, pending 


* 

9,312 

1,38,64,116 


on 31-12-1971. 


t 

21,642 

1,16,36,247 



Total 


30,954 

2,55,00,363 



It is seen that cases of provisional assessment 
have increased substantially over the years and 
that on 31-12-1971, there were as many as 
30,954 cases involving a sum of Rs. 2.55 crones 
waiting to be finalised. A break up of these 
cases in terms of the time taken for finalisa¬ 
tion is not available, but from the figures 
given by the Statistics and Intelligence Branch 
in the Statistical Year Book for 1971-72, which 
presumably include unmanufactured tobacco, 
the number of cases of provisional assessment 
pending on 31-3-1972 was 73557, of which 
41,315 had been pending for more than six 
months. 


6. In the course of our visits to different 
collectorates, we have come across a number 
of cases of inordinate delay in the finalisation 
of provisional assessment. In February 1973, 
we found that, in a particular Range, the 
monthly R.T. 12 returns had not been finalised 
since July, 1972, and that a certain Division 
had as many as 7479 cases of provisional assess 
ment pending on 31-12-1972., In another ins¬ 
tance, we found iihat a case of provisional ap¬ 
proval of the assessable value of a^ 'particular 
variety of soap manufactured for captive con¬ 
sumption in June, 1971 had not been finalised 
until February, 1973. 
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7. In the context of delays, it has been urged 
that, apart from being irksome as delays al¬ 
ways are, they hamper production, increase 
cost and avoidably aggravate such uncertain¬ 
ties concerning the quantum of liability as 
may be said to be inherent in ex-post facto 
assessment. Two things have been pointed 
out. Firstly, the period Of limitation for 
recovery of duties short-levied or erroneously 
refunded has been extended from three months 
under the system of physical control to one 
year under the self removal procedure. Se¬ 
condly, no time limit has been laid down with¬ 
in which provisional assessments have to be 
made final. It is alleged that these two 
factors, among others, have led to demands 
being raised against the producer with retros¬ 
pective effect in respect of goods which he has 
already sold at prices which did not include 
the duty and in respect of which, therefore, 
this element can no longer be recovered from 
his buyers. In a particular case it was point¬ 
ed out to us that a producer had lost a subs¬ 
tantial order for goods because the Depart¬ 
ment could not tell him whether the goods 
in question were liable to duty or not; and 
when, after having learnt that similar goods 
produced in another Collectorate were not 
being treated as dutiable, he cleared his goods 
without payment of duty and indicated the fact 
on his R.T. 12 return, an offence case was 
booked against him resulting inlong and pro¬ 
tracted proceedings. 

8. Instances of undue inconvenience and 
avoidable hardship caused to the trade have 
been cited before us. Some of these pertain 
to ‘show cause’ notices for technical lapses and 
heavy penalties for minor discrepancies. 
Among those who complained of harassment 
was the Federation of Associations pf Small 
Industries of India, but complaints of this 
nature were by no means confined to the small 
or medium sectors. A very large public sector 
undertaking supplied to the Committee a state¬ 
ment of offence cases booked against them for 
seemingly trivial lapses which had been de¬ 
tected by the management itself and brought 
to the notice of the excise authorities. Their 
contention was that in a big industrial com¬ 
plex where factories work round the clock 
and raw materials and finished goods are being 
constantly moved, minor clerical mistakes can¬ 
not be avoided; for such petty mistakes, how¬ 
ever, explanations are called for, ‘show cause’ 
notices issued and cases registered. 

9. Relative lack of communication physically, 
and lack of rapport psychologically, between 
tax-payer and tax-collector are said to 
be among the consequences of SRP. It has 
been emphasised that, with production and 
accounting techniques getting increasingly 
sophisticated and with the excise tariff getting 
steadily enlarged, there ought to be a continuous 
dialogue between the industry on the one side 
and Government on the other; but, in actual 
practice, the closeness of dialogue which had 


existed under the earlier system disappeared 
under SRP. Several departmental witnesses 
have also commented on the absence of ade¬ 
quate contact between the assessees and the 
department. Some of the reasons for inade- 
uate communication are said to be: (i) with- 
rawal of staff from prominent points of loca¬ 
tion of production to distant points of loca¬ 
tion of offices; (ii) introduction in some ins¬ 
tances of functional, as distinguished from ter¬ 
ritorial, allocation of work with consequent 
loss of the kind of touch which a compact area 
would have provided; and (iii) a spirit of 
apathy and of ‘playing safe’ on the part of 
excise officials who would rather keep their 
distance from production than go near it and 
risk the suspicion and displeasure of superior 
authority. 

10, The producer feels greatly handicapped 
for want of information or clarification on 
tariff and other matters of vital importance to 
him. There does obtain a system of trade 
notices, but the issue of these is said to be 
subject to serious delays. In any case, since 
trade notices are sent only to recognised asso¬ 
ciations and federations, a fairly large sector 
of producers who are not members of such 
bodies have no access to them. Several wit¬ 
nesses have said that on-the-spot guidance and 
clarification which were available to the produ¬ 
cer under the earlier system are now denied 
him. In this context it has also been said 
that references made to the Board seeking clarifi¬ 
cation are not attended to for long periods: 
very often they percolate down to the level 
of the Inspector and a good deal of time is 
lost before a final ruling or interpretation 
can be obtained. 

11. The multiplicity of inspections has been 
severely criticised by a large number of wit¬ 
nesses. The burden of the criticism is that 
whereas, under th'c earlier system of physical 
control, the range officer attended to all ins¬ 
pections, the responsibility has now been 
thrown on the assessees who arc required to 
produce the same records and answer the same 
queries again and again. A point of material 
significance here is that where a manufacturer 
is producing a number of excisable commodities 
for each of which he is required to have a sepa¬ 
rate licence, he can be visited by the Inspection 
group or groups concerned separately for 
each commodity produced. This occasionally 
results in an avoidably large number of 
visits to the same factory. This is because the 
scale of inspection laid down is in terms 
of each licence and comprises two regular ins¬ 
pections and one short inspection in a year. 
Again, where Inspection groups are organised 
on a functional basis, a producer who has 
more than one licence may be inspected 
by more than one Inspection group. Ins¬ 
tructions have no doubt been issued that only 
one Inspection group should visit a factory 
producing more than one excisable commodity 
and carry out the inspection in respect of 
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all the commodities manufactured in that 
factory, but in actual practice it has been found 
that these instructions are not quite workable. 
In quite a few cases the amount of work in¬ 
volved is so heavy that it is not possible for an 
Inspection group to take up all the commodities 
produced in the course of a single visit. Again 
in industrial centres like Bombay, even Divi¬ 
sions are organised on a functional basis and 
since Inspection groups are attached to Divi¬ 
sions, it is not always possible to achieve 
the necessary coordination between the work¬ 
ing of a different Inspection groups. We had 
called for some data regarding visits of inspec¬ 
tion paid to different producing units during 
1971-72 in certain areas. The information receiv¬ 
ed which relates to 96 producing units shows 
that one of them was subject to concurrent 
audit by an assessment cum-inspection unit, 
six of them were not inspected at all, 43 were 
inspected only once, another 43 received 
from 2 to 5 visits each, while three factories 
were subjected to 6, 15 and 19 inspections res¬ 
pectively. Front this it appears that in a 
large number of cases the prescribed scale 
of inspections has not been followed while, 
in some cases, the visits paid for inspection were 
unduly large. 

12. The producing factories are also liable 
to be test audited by the internal audit parties 
of the Department at the discretion of the 
Collector. In the sample analysis referred 
to in the preceding paragraph, 28, out of 
the 96 factories visited by Inspection groups 
were also visited by the internal audit parties. 

13. Visits paid by audit parties of the 
Comptroller and Auditor General have also 
been referred to, and it has been urged before 
us that the present scheme of multiple inspec¬ 
tions by a number of different agencies, 
which occasionally take divergent views, needs 
to be simplified. It has been suggested that 
for any one unit, there should be only one 
comprehensive annual audit or inspection. 

34. Several difficulties have been voiced in 
relation to the various records and documents 
presently required to be maintained. A point 
has been made that most of the bigger units 
which contribute the major portion of excise 
revenue come under the purview of the 
Indian Companies Act under which they are 
statutorily obliged to get their accounts 
audited. It has been urged that with the 
progressive sophistication of accounting sys¬ 
tems followed by the organised sector of the 
industry it should be possible for the Depart¬ 
ment to base their checks on the accounts kept 
by the units themselves. 

15. A separate account current has to Ire 
maintained by the producer in respect of each 
excisable commodity produced by him. In 
this account, credits arc taken on the basis 
of deposits made into a treasury or of cheques 
issued in favour of the Department. The 


amounts paid have to be show'll separately 
under each minor head of account. It has 
been urged before us that the net results 
of this arrangement from the point of view 
of the producer is to lock up substantial 
amounts of money inasmuch as inter-com¬ 
modity or inter-head transfers or reappro¬ 
priations are not allowed. It has been re¬ 
presented that either a single account current 
should be permitted to be maintained for all 
commodities manufactured by a producer 
or that, alternatively, reappropriation from 
one account to another should be allowed sub¬ 
ject to the condition that the aggregate debits 
in all accounts at any time will not exceed 
the credit balance. It has been stressed that a 
single account current was in vogue during 
1970-71 and that since the monthly returns 
in Form R.T. 12 are already submitted com- 
modity-wise, such accounting difficulties as 
might be anticipated from maintenance of 
a single account would be obviated if the 
return is accompanied by tlie relevant abs¬ 
tract from the account current relating to 
the commodity concerned. 

16. In accordance with the present require¬ 
ment, a producer can, if so authorised, pay 
excise duty by cheques drawn in favour of 
the Chief Accounts Officer or the Collector 
on any of the approved banks of which there 
is a branch at the Collectoratc headquarters, 
lie can also pay duty through demand drafts. 
It. has been pointed out that the present provi¬ 
sions are unduly harsh for some producers, 
it has, therefore, been suggested that when¬ 
ever a producer is unable to comply with 
the present procedure, he may be permitted 
to take clearance of goods on presenting to the 
local officer a cheque on a local bank for 
the appropriate amount, coupled with the 
undertaking that he would credit the same 
amount in cash into the treasury on the follow'- 
iug working day. It is claimed that this would be 
an improvement on the existing procedure inas¬ 
much as it would ensure payment of duty within 
a day as against, several days which the present 
procedure entails. In connection with pay¬ 
ment of duty by cheques our attention has 
also been drawm to several abuses associated 
with this facility. It has been pointed out 
that there have been numerous cases in which 
a large number of cheques have remained 
uncashed for long periods, while instances 
of cheques being dishonoured or lost in 
transit are also not wanting. The Public 
Accounts Committee has observed that 
“there is serious laxity of control in clearance of 
cheques within the excise department” and 
that the Committee would like the Government 
to device a foolproof procedure to regulate 
collection and clearance of cheques. , There 
is also the view that, in a way payment 
of duty by cheques affords, greater security 
of revenue under the present system than pay¬ 
ments in cash into a treasury on T.R. 6 
receipts which are sometimes forged. Since 
the receipts are not routed through the Chief 
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Accounts Officer, much time usually elapses 
before such fraudulent practices are detected. 

17. The Raw Material Account has been as¬ 
sailed by almost all categories of producers. 
According to the Indian Paints Association, 
the Department’s insistance on the mainte¬ 
nance of this acount has rendered SRP very 
cumbersome for the Paints and Varnish 
Industry. This industry produces some 
six to seven thousand finished products of diffe¬ 
rent descriptions and grades and the number 
of raw materials used is more than six hun¬ 
dred. It is contended that, even though the 
principal raw materials notified in respect of 
ready mixed paints and enamels are pigments, 
oils and resins, these diree items comprise 
in practice a very large variety of individual 
raw materials. The Raw Material Account 
is required to be maintained for each such 
variety. Several other industries, including 
textiles, paper, corrugated board, pottery, 
tyres and fertilisers,, have been equally vehe¬ 
ment about the impracticability of maintaining 
this account. There seems to be general 
agreement that in a majority of cases it is not 
possible, for various reasons, like differences 
in manufacturing techniques standards of effi¬ 
ciency, specifications of raw materials used 
and quality of the finished goods, to evolve or 
establish a precise relationship between the 
raw material notified and the end product. 
In certain cases, variations on account of these 
factors can be as high as 15 to 20%. Since 
the Account can at best provide only a very 
rough estimate - of production, it is urged 
that it cannot be relied upon as a basis 
for working out the extent of shortfall or for 
raising demands for duty on the basis of such 
shortfalls. 

18. The usefulness and feasibility of the 
account have also been questioned on other 
grounds. It is said, for example, that certain 
quantities of the raw material issued continue 
to remain in various stages of production or 
processing and, at such stage or stages, cannot 
be properly quantified. Moreover, the same 
raw material may be used in the factory for 
porduction of non-excisablc goods; in such 
cases, the splitting up of the aggregate quantum 
of raw material between a number of products 
is not always feasible. 

19. It is also argued that if a producer can 
be trusted to maintain a correct raw material 
account, he can also be trusted to maintain 
a correct fiuished product account. Moreover 
the raw material account by itself does not 
provide an effective check on production. Seve¬ 
ral producers have pointed out that, in many 
cases, raw materials are procured through 
unauthorised channels. In such cases, they 
are not accounted for in excise records. 
The production of finished goods obtained 
from such raw materials is also suppressed. 


20. In accordance with the present provi¬ 
sions, if an assessee has made a debit entry in 
his account current in respect of a consign¬ 
ment for which a gate pass has been prepared, 
but decides not to clear the consignment, he 
is not permitted to score out the debit entry 
or make a corresponding credit entry in the 
account. He is expected to cancel the gate 
pass, but credit of duty wrongly debited can 
be taken by him only on a specific authorisa¬ 
tion by the Superintendent when he 
assesses the R.T. 12 return in the following 
month. It has been urged before us that 
such credit entries should be permitted to be 
permitted to be made immediately on the 
cancellation of a gate pass. Similarly mutila¬ 
tions, interpolations, over-writings, correc¬ 
tions and erasures in gate passes are forbidden 
under Rule 52-A. Here again the industry 
demands that corrections may be permitted 
to be made under proper authentication. 

21. Classification of goods and classification 
disputes seem to be the principal area of friction 
between the producer and the department. 
The main complaint here is one of delays 
attributed to (i) complexities of the tariff, 
(ii) dilatoriness and inadequacies of the present 
procedures as well as of the organisation for 
settlement of disputes, and (iii) a revenue bias 
in central excise officers, particularly at, the 
primary level, born of their anxiety to steer 
clear of possible objections against their de- 
cions. 

22- Tariff complexities are cited as being 
responsible for delays at the initial stage of 
approval of a classification list. Where the 
proper officer is unable to make up his mind 
about Lhe classification of goods or where classi¬ 
fication of goods is dependent upoir such factors 
as chemical composition etc., he approaches his 
superior officers for advice or causes samples to 
be drawn and sent for analysis to the Central 
Revenues Control Laboratory or other testing 
institutions. Since a good deal of time is 
lost in those formalities, the producer has to 
seek permission for assessment of goods on a 
provisional basis, or in certain circumstances, to 
pav duty under protest. The process of consult¬ 
ing superior officers docs not always end at the 
Collector’s level. References are sometimes made 
to other Collectors or to the Central Board of 
Excise 8c Customs for advice. Nor is a decision 
immediately forthcoming on receipt of the 
result of a test. For one thing, existing pro¬ 
cedures provide for a second test. Secondly, 
there may still be points of interpretation of 
tariff or law needing to be resolved before a 
proper decision is given. 

23. A producer who is aggrieved by the deci¬ 
sion given by the proper officer has three mon¬ 
ths within which to file an appeal to the Appel¬ 
late Collector or the Central Board of Excise 
and Customs as the case may be. An appeal 
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from a decision taken on his own authority by 
an Assistant Collector or a Deputy Collector 
lies to the Appellate Collector. An appeal 
from a decision taken by or in consultation with 
a Collector lies to the Central Board. For some 
time after the introduction of SRP, the proper 
officer for the purpose of approving classification 
and price lists was the Superintendent of the 
assessment range concerned; and prior to the 
creation of the institution of Appellate Collec¬ 
tors, appeals against his decisions lay to the De¬ 
puty Collector or, if there was no Deputy Col¬ 
lector, to the Collector. The institution of Ap¬ 
pellate Collectors came into existence in Jan¬ 
uary. 1972 when all appeals against decisions 
relating to classification and valuation given by 
a proper officer came within their purview. 
Later the authority of a proper officer, for the 


purposes of approving classification and prict 
lists was vested in Assistant Collectors without 
any change being made in the matter of appel 
late jurisdiction. 


24. It has been repeatedly urged before u: 
that the institution of Appellate Collectors hat 
not afforded the desired relief. It further appears 
to us that the Appellate Collectors are 
themselves, generally speaking, over-burdened. 
Some of them have not been provided adequate 
staff. Initially, there were four Appellate 
Collectors stationed in Delhi, Calcutta, Bombay 
and Madras for disposal of appeals relating to 
central excise cases. Some idea of the work 
load with the Appellate Collectors is provided 
by the following table: 


Designation 

Jurisdiction 

No. of ap¬ 
peals pend¬ 
ing and trans 
ferred to the 
Appellate 
Collector on 
17-1-1972 

Receipts 
during the 
period 
18-1-72 to 
31-10-72 

Disposal Pendency 
during the on 1-11-1972 
period 

18-1-72 

to 

31-10-72 

Appellate Collector, Central ^Excise & 

Allahabad, Kanpur, Delhi, 

1,167 

1,441 

972 

1,636 

Customs, Delhi. 

Chandigarh and Nag- 

•1218 

*1,182 

*1,189 

*1,211 


pur Collectorates, 





Appellate Collector, Central Excise, Cal- 

Calcutta & Orissa West 

1,166 

108 

28 

1,849 

cutta. 

Bengal, Patna and Shil- 

per month 

per month 

(as on 


long Collectorates. 


(average) 

(average) 

1-10-1972 

Appellate Collector, Central Excise, Madras Madras, Madurai, Guntur, 

1,158 

174 

100 

1,909 


Hyderabad, Bangalore 

per month 

per month 

(as on 


and Cochin Collecto- 


(average) 

(average) 

1-10-72) 


rates. 





Appellate Collector, Central Excise, Bombay Bombay, Goa, Poona, Ba- 

1,640 

1,061 

312 

2,419 


roda, Ahmedabad and 






Nagpur (excluding Ma- 






dhya Pradesh) Collecto- 






rates. 






•Customs cases. In Delhi, there was initially one Appellate Collector for disposal of both Customs and Central Excise 
appeals. 


It has been pointed out that the pace of 
disposal achieved was somewhat slow because of 
the organisational and other difficulties experien¬ 
ced immediately after the creation of the institu¬ 
tion of appeallate Collectors. The industry, how¬ 
ever, hold the view that the transfer of the ap¬ 
pellate jurisdiction from Collectors to Appellate 
Collectors has led to several undesirable con¬ 
sequences, not the least important of which are 
(1) delays, (2) lack of adequate appreciation of 
local practices and problems by the Appellate 
Collector whose jurisdiction extends to several 
Collectorates and (3) the inconvenience and 
expenses which the industry has to go through to 
pursue the cases at the headquarters of the 
Appellate Collector. 

25. Another point which has been stressed 
before us is that, in the present scheme of con¬ 
trol, there are several forces which counteract 
the exercise of individual discretion or inde¬ 
pendent judgment. The Assistant Collector who 


is supposed to provide the necessary decisions 
on all matters relating to classification etc. has 
to reckon with the official hierarchy of which 
he is a part. Moreover, he is essentially a revenue 
officer. He wishes not only to ensure that he 
acts in the interests of revenue, but also that 
his actions do not attract either adverse notice 
from above or critical attention from Audit 
such as might be harmful to his interests. In 
such a situation, it is alleged, the officers are 
often afraid to take decisions in favour of the 
tax payer. 

26. Several suggestions have been made with a 
view to getting over the difficulties presently 
experienced in matters of classification and 
valuation of goods. The first and foremost of 
these suggestions is that the tariff should be 
simplified so that it is more easily comprehen¬ 
sible to the industry and the assessing officers. 
It has been urged in this connection that there 
should be a permanent machinery which should 
keep the tariff under constant review and cn- 
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sure that it is rational, is capable of being 
uniformly applied in all parts of the country, 
and is interpreted, not arbitrarily, but in keep¬ 
ing with well defined principles. Some witnesses 
have proposed that there should be a classifica¬ 
tion and valuation cell at each divisional office 
which should advise the assessees on all mat¬ 
ters relating to classification of goods and that, 
in addition to the regular Assistant Collector, 
each Division should have an Officer meant 
exclusively for approval of classification and 
price lists. Another suggestion made is that on 
the analogy of the practice obtaining in Gujarat 
where all cases of disputed classification under 
the Sales Tax Law are decided by a Deputy 
Commissioner whose decision is final, all mat¬ 
ters relating to disputed classification arising in 
a Central Excise Collectorate should be settled 
by a senior officer nominated for the purpose. 
A somewhat similar view put forward by others 
is that there should be a Central Classification 
Cell, assisted by technical experts in different 
fields, which should decide all cases of disputed 
classification on an all India basis and that 
the decisions given by this cell should not be 
challengeable departmentally or in law courts. 
Another suggestion which has been offered is 
that classification and valuation disputes should 
be taken out of the field of quasi-judicial func¬ 
tions. and that the decisions in all such cases 
should be taken at various departmental levels 
without the intervention of an appellate pro¬ 
cedure. 

27. Several observations have been made on 
the role and functioning of the Central Reve¬ 
nues Control Laboratory and its regional bran¬ 
ches. These are said to be ill equipped and 
understaffed. Analysis of samples is said to be 
subject to serious delays. The accuracy of re¬ 
sults conveyed by the laboratories are also 
seriously questioned. In quite a few fields of 
production in which duty liability is dependent 
upon the chemical composition of the product, 
the laboratories do not find it possible to pro¬ 
vide the necessary information about the com¬ 
position of the product from tests carried out 
by them. This, however, raises the wider ques¬ 
tion of the advisability of relating the duty 
structure to characteristics which are not readily 
identifiable or determinable. 

28. The procedure commonly known as the 
proforma credit procedure has been referred to 
by several witnesses in the context of some re¬ 
cent interpretations placed on its provisions. 
Broadly, what this procedure envisages is that 
in respect of excisable commodities notified by 
Government, a producer can obtain dutv paid 
components/material required for manufacture 
of such commodities and get a proforma cre¬ 
dit of duty paid on such components/material. 
This credit can be utilized by him for payment 


of duty on the final product. We are told 
that in terms of the instructions issued at the 
time of the introduction of the procedure, the 
entire amount in the proforma credit account 
of a producer could be used by him to meet 
his duty liability in respect of the finished 
goods even though some of the components/' 
material received by him had not been used or 
consumed in manufacture. But some time ago 
the view taken was that the proforma credit 
can be drawn upon only to the extent of the 
duty paid on components/material actually used 
in the manufacture of notified goods. 

29. On the subject of licences, several sug¬ 
gestions have been made by the industry and 
also by departmental officers with a view to 
achieving some rationalisation and simplifica¬ 
tion in existing requirements. The suggestions 
relate to the present categorisation of licences 
on the basis of the nature and volume of acti- 
vity undertaken, the advisability of introducing 
a single licence in respect of all commodities 
manufactured by a producer, scales of licence 
fees, period for which licences are granted or 
renewed etc. In the matter of bonds, the prin¬ 
cipal point made is that in a vast majority of 
cases the execution of a bond is a mere for¬ 
mality which does not serve any useful purpose. 
It is also pointed out that there are several 
in built provisions in the central excise law 
itself which can be used to enforce payment of 
duties and other governmental dues. In this 
context, the point has been made by some pro¬ 
ducers that while, under the earlier system, a 
bond covering movement of goods without pay¬ 
ment of duty could be executed by either the 
consignor or the consignee, the provisions un¬ 
der SRP lay down that the consignor alone 
can execute the bond. This, it is said, may cause 
hardship in certain circumstances. Once the 
goods haye left the consignor’s premises they 
are no longer under his control; it is, there¬ 
fore. urged that it is not fair to hold him res¬ 
ponsible for any losses or pilferage that might 
occur thereafter. 

30. Certain representatives have drawn at¬ 
tention to the fact that, whenever a producet 
intends to manufacture a new product or carry 
out a change in the composition of an existing 
product, it is very necessary for him to know 
that the duty liability of that product would 
be. If. for example, he finds the tax cost to be 
too high he can drop or alter his plan of pro¬ 
duction. The Excise Department, however, in¬ 
sists that the new product should first be pro¬ 
duced and onlv then n request made for its 
classification. The Industry points out that this 
would be a contravention of the central excise 
law since no excisable goods can be produced 
without a proper licence. It has been urged that 
the existing procedure is unsatisfactory and 
should be changed. 



CHAPTER 9 


EXPORTER AND OTHERS 


Over the past two decades, exports have come 
to assume a position of considerable importance 
in the country’s economic development. The 
Five Year Plans have continued to lay great 
emphasis on the need lot increasing, diversify¬ 
ing and, in terms of the competitive demands 
of the markets abroad, improving both the price 
and the quality of our items of export, tradi¬ 
tional and non-tiaditional. Of the various fiscal 
measures adopted from time to time in the 
interests of export promotion, relief from the 
incidence of customs and excise duties in the 
form of rebates and or drawbacks is peihaps the 
oldest; and the procedures laid down envisage 

(i) rebate of excise duty paid on export goods, 

(ii) rebate of duty on excisable materials used 
or contained in the manufacture of export 
goods, and (iii) drawback of customs and ex¬ 
cise duties borne by such goods. In addition, 
excisable goods and other goods manufactured 
from excisable goods on which duty has not 
been paid are permitted to b.‘ exported under 
bond. 

2. While in principle, it is recognised that 
all excisable goods are entitled, on export, to 
roll ate of duty paid on them, technically all 
such goods have to be notified and the grant 
of rebate is restricted to such extent and is sub¬ 
ject to such safeguards, conditions and limita¬ 
tions as may be specified in the notification 
issued. Inter alia, it is provided that, in order 
to be eligible for rebate, such goods should be 
exported after payment of duty direct from a 
factory or a warehouse within a specified period 
of their removal. The amount of duty paid and 
the date of payment have to be established to 
the satisfaction of the Collector and certain pro 
cedural formalities have to be gone through. 
In certain cases, exports under claim for re¬ 
bate of duty can also be made from the open 
market provided the goods are in mill packed 
condition capable of being related to duty pay¬ 
ing documents. Similarly, duties of excise 
chargeable in respect of material used in the 
manufacture of export goods which are duly 
notified are rebated, subject to such conditions 
and limitations as are specified front time to 
time. Schemes for the drawback of excise and 
customs duties are operated by the Customs 
Department, but it is provided in the central 
excise rules that no rebate of excise duties will 
be admissible if a claim for rebate has been 
made under the drawback rules. 

f>. Broadly, the procedure for export of goods 
under claim for rebate of duty prior to the 
introduction of SRP required that an applica¬ 
tion for export in the prescribed form, together 
with a copy of the gate pass showing payment 
of duty, should be submitted at least 24 hours 
before the intended removal of the goods. The 


goods were sealed by the factory officer (Inspec¬ 
tor) after physical verification and the fact en¬ 
dorsed on the removal application of which two 
copies were returned to the exporter, one sent 
to the maritime Collector of Central Excise and 
another to the Chief Accounts Officer for post¬ 
audit. The exporter presented his copies of the 
removal application to the Customs Officer at 
the port of export, along with the shipping 
bill. The Customs Officer verified the seals and, 
on being satisfied that the particulars of the 
consignment corresponded to the particulars 
given on the removal application permitted ex¬ 
port, endorsed the fact of export on both copies 
of the removal application, returned one copy 
to the exporter and sent the other to the mari¬ 
time Collector. Thereafter the exporter filed a 
refund claim in the proper form, along with 
a copy of the removal application and the ship¬ 
ping bill, with the maritime Collector who 
scrutinised the claim and sanctioned the same 
if it was found to be in order. The Chief Ac¬ 
counts Officer then issued to the exporter a 
(heque for the refund sanctioned. The proce¬ 
dure for export under bond was more or less 
similar, except that the exporter w r as required 
to execute a bond, against which a debit was 
raised by the maritime Collector on receipt 
of a copy of the removal application from the 
appropriate officer. On receipt of the copy of 
the application from the Customs Officer with 
his certificate of expmt, the bond account was 
given a corresponding credit, and the concerned 
officer informed. 

4. On introduction of SRP. physical verifica¬ 
tion and sealing of goods prior to their clear¬ 
ance for export was dispensed with. At the 
same time, some of the provisions and much 
of the drill prescribed under the earlier proce¬ 
dure were retained. These included the pre¬ 
sentation of the application for removal, to¬ 
gether with the original copy of the gate pass, 
to the proper officer (Superintendent), and his 
verification of particulars of payment of duty 
and endorsement of the application before re¬ 
moval of goods. It was, however, provided 
that if an exporter wanted to remove his goods 
after physical supervision and sealing, the 
earlier procedure would apply subject to pay¬ 
ment by the exporter of appropriate charges 
determined by the Collector. These charges in¬ 
cluded supervision charges and journey expen¬ 
ses of the officer deputed for the purpose at the 
prescribed rates. While prior to the introduction 
of SRP the operations of physical supervision 
and sealing were performed by an Inspector, 
these functions were now entrusted to a Super¬ 
intendent. It was, however, provided that exa¬ 
mination and sealing of export consignments 
at the source could be done by an Inspector if 
a Superintendent was not readily available. 
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5. There are special procedures for export 
by land, air. river and parcel post, but the 
broad features are the same as have already 
been described. Exports to Nepal are regulated 
by a separate set of instructions, but in respect 
of all such exports, prior examination and 
sealing of goods, except where such examination 
•and sealing are specifically relaxed, are essen¬ 
tial. No supervision charges are, however, re¬ 
quired to be paid for such examination. 

(i. We have found that, by and large, the 
industry prefers examination and sealing of 
goods at the source to their exr.initiation by 
customs, because the latter entails, even though 
on a sample or percentage basis, the opening 
of mill-packed bales and boxes for the purpose 
of verifying their contents. In that process 
goods arc not only liable to he damaged, but 
cannot be repacked in the same way. It has 
been urged before us that physical examination 
whether by (or, at an earlier stage, on behalf 
of) the Customs, should Ire waived altogethe* 
since such examination (it is argued) is incon¬ 
sistent with the basis concept of SRP. It is 
suggested, as a corollary, that duty rebates ot 
credits in the running bond account should be 
allowed on the basis of removal applications 
or shipping bills filed by the producers. In 
further support of this contention, several in¬ 
dustries including the jute industry have drawn 
attention to the fact that goods intended for 
export are examined at every stage by the Ex¬ 
port Inspection Council which is a Government 
body and which issues to the exporter a certifi¬ 
cate indicating the quality, quantity and the 
precise specification of the goods intended to 
be exported. The Customs authorities, it is 
urged, should have no hesitation in accepting 
certificates issued by the Council. At the least, 
it is suggested, supervision charges should not 
be levied because examination and sealing arc 
jobs performed in the interests of Government. 
Rut the other point of view, expressed by some 
of the Officers, is that services specifically asked 
for must be specifically paid for. SRP entailed 
the withdrawal of staff Rom factories, and if 
their attendance is secured on particular occa¬ 
sions, e.g. for supervision of goods to be export¬ 
ed, at the option of the factory, it is only 
reasonable (according to this argument) that 
cost should be reimbursed. On the other issue 
raised, it is pointed out that, in the particular 
context of goods intended for export, the func¬ 
tions of physical verification and sealing are in 
effect exercised by Central Excise officers on 
behalf of the Customs department, and not as 
part of those normal operations of central ex¬ 
cise on which the principles underlying SRP 
may be said to hate a bearing. 

7. In connection with the requirement of 
scaling of goods, the instance has been cited 
to us of a certain unit which exported tyres 
and which having opted for excise supervision, 
found that the excise officers went through the 


sealing it individually even though each indi¬ 
vidual tyre bore a distinctive number and no 
packing was involved in the entire operation. 

8. Even in regard to the simplified procedure 
under which no physical examination and 
sealing of goods are involved, several exporters 
have said that it is time-consuming, expensive 
and cumbersome. They do not see any merit 
either in th? requirement of a 24 hours’ advance 
notice of the intended removal of goods being 
enjoined upon the exporter or in getting the 
various documents certified or attested before 
removal of goods. An instance in point is that 
of certain sugar factories in Maharashtra which 
produce raw sugar exclusively for export. These 
factories have to rush through their entire des¬ 
patches within what constitutes, in relative 
terms, a ver y short period. Clearances for export 
are required almost simultaneously by all the 
factories. It is, therefore, not always possible, 
in these circumstances, either for the excise 
department to provide the necessary supervision 
or for the industry to get their documents 
. ountersigned arid attested every day as a preli¬ 
minary to clearance. The situation is further 
aggravated if wagons have to be obtained at 
short notice. It is pointed out that excise offi¬ 
cers do not, and under the prescribed procedure 
are not called upon to, visit the factories. Such 
being the case, the industry questions the need 
for prioi attestation of the export documents 
and urges that it should be sufficient if these 
are sent to the proper officer immediately after 
clearance of the goods. It is further pointed out 
that, in any event, the refund due (or credit in 
the running bond account) would be afforded 
to the exporter only after proof of export has 
bceti furnished and the relevant documents 
have been received by the maritime Collector. 

I he sugar industry also argues that the require¬ 
ment of prior attestation has been waived in 
the case of exports of cotton yarn; it sees no 
reason why the procedure should continue to 
be enforced for other products. 

9. There is general complaint of serious de- 
lavs in the grant of refunds and rebates, as 
also of credits in the running of bond account. 
This is pointed out to be particularly true of 
tea and jute which are the country’s major 
export earners. It is averred that the delays 
take place at more than one stage. First of all, 
there is delay in tlie Custom House from where 
removal applications, after shipment of goods, 
are not sent promptly to the maritime Collector. 
Thereafter there is delay in the office of the 
maritime Collector where they have to be link¬ 
ed up with copies of the applications received 
directly from the range before credit is given 
in the running bond account or claim for re¬ 
fund admitLcd. Occasionally, even though the 
proof of shipment (in the form of a copy of 
the application) is available with the exporter, 
demands for duty are raised against him, lead¬ 
ing to harassment and protracted correspon¬ 
dence. In this context, several individuals and 
associations have proposed that the department 
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should be obliged to settle all such claims with¬ 
in a stipulated period, e.g., three months from 
the date of shipment, failing which interest 
should be payable to the exporter. It is also 
urged that, if for any reason such claims can¬ 
not be settled promptly, provisional refunds 
should be allowed on the basis of export docu¬ 
ments furnished by the party concerned. 

10. Our attention has been pointedly drawn 
to the fact that the present export procedures 
tend to be uniform—and in some respects uni 
formly rigid—for all industries and, in the 
process, fail to take into account the require- 
meats of particular industries and particular 
sectors of industries which call for and justify 
a different treatment. It is claimed, for exam¬ 
ple, that industries which are exclusively or 
predominantly export oriented, or where ex¬ 
port inspection councils or other organisations 
carry out an inspection before the goods art- 
exported, might well be brought under a much 
more simplified and expeditious procedure 
than ordinarily obtains. 

11. Another point made was that in terms 
of an interpretation placed on Rule 5(i-A, some 
time ago, which restricted the utilisation of the 
proforma credit to the amount of duty paid 
on components/material actually used in the 
manufacture of the. finished product, exporters 
under bond had been placed at a disadvantage 
vis-a-vis exporters under claim for rebate of 
duty inasmuch as the former were debarred 
from utilising the proforma credit in respect of 
duty paid components/material received bv 
them while the latter were able to avail them¬ 
selves of that credit. It was further claimed 
ihat the position was inconsistent with Ride 

, 13 in which, for purposes of export under bond, 
the term “goods” includes excisable goods used 
m the manufacture of goods which are export¬ 
ed'. 

}2. The cential excise rides provide for re¬ 
mission of duty on excisable goods used for 
special industrial purposes. Such industrial 
users are required to obtain a central excise 


licence and to execute a bond in the proper 
form. On the strength of a certificate issued 
bv the proper officer, they can obtain the ex¬ 
cisable goods in question—without payment of 
duty or on payment of such concessional rate 
of duty as is prescribed in the exempting noti¬ 
fication—from the premises of the manufactur¬ 
ers of such goods in accordance with the pro¬ 
cedure laid down for inbond movement of 
goods. They are required to maintain an ac¬ 
count of the goods and to submit a monthly 
return. 

13. Prior to the introduction of SRP all re¬ 
fuse or waste of excisable goods obtained by 
licensed industrial users remaining after the 
completion of the industrial process was re¬ 
quired to be stored separately and could not 
be disposed of except after examination by, and 
with the written permission and in accordance 
with the instructions of, the proper officer. 
Under SRP the requirement that refuse of 
excisable goods cannot be disposed of until 
alter examination and with the prior permis¬ 
sion of the proper officer has been dispensed 
with. It has, however, been provided that manu¬ 
facturers will give an advance notice of 7 days 
to the Superintendent of the range concerned 
about the quantity of refuse proposed to be 
destroyed and the date proposed for such des¬ 
truction. During this period the central excise 
officer concerned may inspect the goods but 
the licensee is not restrained from disposing of 
the goods on the date specified by him. The 
manner of disposal can be prescribed by the 
Collector. 

M. We have been told that, in several in¬ 
stances, excisable goods entitled to remission 
of duty are used in the manufacture of finished 
goods which also are excisable. Under the pro¬ 
cedure, licensed industrial users are entitled 
to the facility of in-bond movement of such 
goods, while other producers are denied this 
and have to avail themselves of the scheme of 
proforma credits. It has been suggested that a 
uniform procedure should be devised for regu¬ 
lating the use of such excisable goods. 



CHAPTER 10 


EVASION 


We have been asked to examine whether the 
Self Removal Procedure has led to, or afforded 
greater scope for, evasion of Central Excise 
duty and if so, to assess the magnitude of such 
evasion. We have further been asked to enquire 
whether such evasion is confined to any parti¬ 
cular industry or industries, or any sector of the 
industry or industries and if so, to indicate 
the causes thereof. 

2. In dealing with this important term of 
reference, we have thought it best to deal 
first with evasion in general, i.e., without spe¬ 
cific reference to SRP, and then to pass on to 
such aspects, of evasion as may be said to be 
directly relatable to SRP. The main reason 
for our doing so is that it is not always easy 
and sometimes not even possible to draw a clear 
line between the evasion which would have ex¬ 
isted in any case and the part which could 
be said to have been occasioned try SRP. 

3. We would add that the evidence leading 
to a reasonable conclusion that evasion exists, 
or that the evasion which exists is considera¬ 
ble, is in many ways different from the sta¬ 
tistical and other data which alone can be 
used as the basis for quantification of the 
magnitude of such evasion. We examine in 
the following paragraphs both the general evi¬ 
dence and the statistical data which throw light 
on these issues. 

4. So far as excise levies are concerned, the 
taxable base is the quantum of production of 
excisable goods. The law sets out (i) the des 
cription of goods chargeable to duty, and (n) 
the duty liability which is expressed (a) in 
specific turns relatable to such factors as weight, 
length, area and volume or (b) as an ad valorem 
rate dependent upon the value of the goods. 
There are, besides, the exemptions notified by 
Government from time to time which have 
the effect of further refining the description of 
excisable goods by dividing them into cate¬ 
gories and sub-categories and prescribing 
separate rates of duty for each of these along 
with appropriate conditions, criteria and safe¬ 
guards. In this context, evasion involves one or 
more of the following acts, namely: 

(i) total suppression of the fact of produc¬ 
tion of excisable goods and removal of 
such goods without payment of duty; 

(ii) wilful understatement or under-report¬ 
ing of production, and removal without 
payment of duty of quantities in excess 
of the quantities accounted for or re¬ 
potted; 


(iii) wilful under valuation of goods where 
such goods are liable to ad valorem rates 
of duty; and 

(iv) wilful misclassiftcation of goods so as to 
attract a lower duty liability. 

5. Each one of these acts is illegal and, unless 
detected, results in loss of revenue to the ex¬ 
chequer. That does not, however, mean that 
every case of loss of revenue would be a case 
of evasion. For example, there are contexts in 
which the law itself may be ambiguous or 
vague and lend itself to more than one in¬ 
terpretation. This in turn may lead to a bona- 
fide short levy to which either the assessee ox 
the department or both may be parties. There 
are also situations in which the duty liability 
is “avoided” by taking recourse to legal loop¬ 
holes or resorting to a type of subterfuge which, 
in the eyes of law, does not quite amount to 
evasion. Both bonafide short levy and deliberate 
avoidance must be distinguished from those 
perfectly legitimate plans of production and 
patterns of production mix which aim at mini¬ 
mising tax liability. 

6. It is important to note that suppression 
of production of excisable goods leads to sup¬ 
pression of sales and profits and therefore, to 
evasion not only of central excise duties but of 
other taxes both direct and indirect. It is there¬ 
fore, a matter of considerable importance tt 
prevent evasion under excise. This remains trui 
even if—as there is reason to believe—excise 
evasion in the eyes of the evader is part of ; 
larger scheme of integrated evasion which cm 
braces not only excise, but also income tax 
sales lax and other taxes. 

7. It has been urged before us that evasion 
of taxes-—excise, sales tax and income tax 
among others—has become a way of life with 
significant sections of industry and of trade. It 
has further been urged that this in turn is 
inseparable from a way of life which has been 
gaining ground in the country over many years; 
it is a way of life that is not confined to any 
one class of people, but is based on the spread¬ 
ing conviction that money is the key and 
black money the master key to power and 
influence. We discern in this a substantial 
degree of truth. 

8. Hie general evidence regarding evasion 
collected by the Committee comprises (t) re¬ 
plies received in response to the questionnaire, 

(ii) formal evidence tendered by different wit¬ 
nesses from industry and from the department, 

(iii) exchange of views, both formal and in¬ 
formal, with knowledgeable persons, and (iv) 
impressions formed by the C#m»ittee in the 


54 



55 


course of their extensive tours throughout the 
country during which they visited a large num¬ 
ber of producing units and field formations. In 
our examination of the problem of evasion we 
have also drawn freely on the observations made 
in the reports of the Public Accounts Com¬ 
mittee. The studies undertaken by the Com¬ 
mittee’s secretariat in relation to certain indus¬ 
tries—and, in some cases, individual units— 
have also brought out useful data. We have 
thus had before us a mass of information on 
which to draw. The evidence, it is true, is 
at best indicative. It must also be added that 
by and large the industry was understandably 
reluctant, while tendering formal evidence, to 
come out with concrete or specific information 
about evasion. Nevertheless, the evidence avail¬ 
able throws considerable light on several as¬ 
pects of evasion in relation to specific groups 
of commodities and to specific categories of the 
manufacturing units which produce them. Wc 
discuss the evidence in the ensuing paragraphs. 

9. We have attempted to place together and, 
as far as possible, view in their entirety the 
numerous kinds of evasion, in different sectors 
of production and by different types of units, 
brought to our notice by knowledgeable and 
reliable witnesses. The result is two fold. First, 
we are free to confess that we were not prepared 
for, and are therefore painfully surprised at, 
the range, diversity and, in certain segments 
of production, almost the universality of the 
evasion which is practised by those who pro¬ 
duce the goods. Second, we are impressed by 
the fact that evasion is facilitated in a far- 
reaching manner by two sets of circumstances, 
one relating to the machinery of implementa¬ 
tion and the other to the substance of what 
is supposed to be implemented. Slack, non-exist¬ 
ent or dishonest supervision undoubtedly faci¬ 
litates evasion. But unnecessarily complicated 
tariff items and unrealistically designed ex¬ 
emptions constitute between them an even more 
potent cause of evasion, by providing in-built 
incentives for either misclassifying goods or un¬ 
der-reporting production. For example, where 
the tariff or the exempting notification restricts 
the duty liability to a particular class of pro¬ 
ducers like those operating with the aid of 
power, it gives rise to a tendency to escape the 
duty liability by suppressing the fact of use of 
power; and the goods produced with ihc aid 
of power are cleared as goods produced without 
the aid of power. This happens, for example, 
in steel furniture, in certain categories of cotton 
yarn and in art silk fabrics. The last mentioned 
item is notorious for the scale of evasion pre¬ 
valent. Several witnesses brought to our notice 
the fact that processed art silk fabrics were 
available in the markets of Surat and Bombay 
at prices which were only marginally higher 
than the cost of the yarn contained. It was 
alleged, and the allegation would seem to us to 
have substance, that several producers were in 
fact processing such fabrics with the aid of 
power but were showing them as processed with¬ 
out such aid in collusion with hand processors. 


In cotton yarn, higher duties are attracted by 
certain processes if these are done with the 
aid of power; and the additional amount is 
levied when single yarn so processed is cleared 
in what are known as straight reel hanks. 
There are strong reasons for believing that a 
number of factories clear their power-processed 
yarn as hand-processed, thereby defrauding 
Government of the differential duty. 

10. We observe that in several cases the tariff 
provides numerous classifications and sub¬ 
classifications, carrying different rates of duty, 
depending on such factors as thickness, colour, 
weight, area, volume, count and denier. The 
tariff on cotton fabrics, rayon and art silk yarn, 
paper and paints and varnishes are classic ex¬ 
amples in which it does not require any great 
exercise of ingenuity on the part of the pro¬ 
ducer to misclassify his goods with a view to 
minimising his duty liability. In quite a few of 
these cases the position is further complicated 
by the fact that the criteria prescribed for 
classification are incapable of being ascertained 
or verified by visual examination, with the re¬ 
sult that samples have to be sent to the con¬ 
trol laboratories and/or other institutions for 
test. Surprisingly enough, there are instances, 
some of which are cited below, where the 
control laboratories, and in some cases even 
better equipped institutions, are not in a posi¬ 
tion to indicate tire composition of a product 
in terms of the criteria laid down in the tariff: 

(a) Determination of cotton seed oil in vege¬ 
table product. (A substantial duty rebate 
is admissible on vegetable product manu¬ 
factured, depending upon the quantity 
of cotton seed oil used). 

(b) Percentage of unconventional pulp in 
paper. 

(c) Percentage of virgin wool or shoddy wool 
in woollen vam/woollen fabrics. 

(d) Characteristics of mercerised fabrics, 
like lustre number, percentage of decon- 
voluted fibres, etc. 

(e) Flu man Gama Serum which requires for 
test very sophisticated and specialised 
equipment, 

(f) Percentage of minor oils used in soap. 

(g) The fact whether a sample does or does 
not qualify as “waste” in terms of the 
tariff. For example, the definition of 
cotton waste appearing in the tariff re¬ 
lating to cotton yarn is “short length of 
cotton vain in tangled mass not capa¬ 
ble of being disentangled without con¬ 
siderable labour, or short lengths not 
exceeding 3 metres of cotton yarn even 
d they are not in the form of an en¬ 
tangled mass or cotton yarn not exceed¬ 
ing 3 metres in length in loom beam 
ends commonly known as lap waste or 
antri”. It has been urged before us that 
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this definition is so complicated and so 
replete with variables that it is well nigh 
impossible to determine whether or not 
a particular lot conforms to the criteria 
laid down. 

It would appear from these instances that the 
two fold attempt to achieve precision and intro¬ 
duce progression in excise levies has frequently 
had the contrary effect of enlarging the area 
of complexity and increasing the scope for eva¬ 
sion. The duty structure has become so compli¬ 
cated that often the tariff is lost in its own 
ramifications. 

11. Evasion results in part from high tax 
1 ates. Excise tariff has by and large continued 
to rise over the years. Wherever this effects the 
small sector significantly, there is significant 
evasion. This is so when a substantial part of 
the production is in the small sector, the mar¬ 
ket is competitive, and the commodity itself 
bears a high incidence of excise and other taxes. 
This combination of factors provides a strong 
inducement to the producer to suppress his 
production and evade the tax partly or wholly. 
Units which evade duty and get away with 
the evasion have a powerful edge in the market 
over units which do not. \\ e have been told 
that evasion in sodium silicate which carried an 
ad valorem duty incidence of 20% (since re¬ 
duced to 15%) is attributable mainly to fac¬ 
tors such as these. In plastics again, the tax 
incidence amounts to around 45% (30% on 
account of excise duty, 10% on account of 
sales tax and 2% on account of octroi). Not 
many resist the temptation to evade duty. 
Matches are vet another case in point, since 
they carry a duty incidence of more than 
100 %. 

12. More important in this context than the 
duty rates as such are the differential rates for 
different categories and sub-categories of the 
same tariff item or of allied products in diffc- 
icnt items. These in some cases provide for 
such a steep increase in incidence from one 
category or sub-category to another, that only 
a slight manipulation is necessary in order to 
achieve a substantial saving in duty liability. 
This is particularly true of yams on which 
the duty liability is dependent upon count or 
denier. Instances of misclassification of mar¬ 
ginal counts and deniers are frequent and it 
may be inferred that there is sizeable evasion. 
In regard to woollen and art silk yarns, where 
no tolerance is permissible. the differential 
rates lead in many cases to serious classifica 
tiem disputes. The following arc among the 
more glaring contexts in which duty differentials 
are an inducement to misclassification and eva¬ 
sion:— 

(i) A fabric: containing 40% by weight of 
silk and 60% bv weight of cotton is 
classified as silk fabric and is exempted 
from duty; if the silk and cotton con¬ 
tents are 39% and 61% respectively, the 


fabric attracts duty at varying rates un¬ 
der the cotton fabrics tariff and, in the 
case of varieties liable to ad valorem 
rates, at 15% ad valorem. 

(ii) A fabric containing 40% and 60% res¬ 
pectively by weight of silk and rayon or 
art silk is exempted from duty, but if the 
respective contents of the two fibres are 
39% and 61% the fabric would be classi¬ 
fied as art silk fabric attracting a duty 
incidence of betw'een 3% and 15% ad 
valorem, depending again on the value 
of the fabric. 

(hi) Worsted yarn of 24s counts carries a 
tariff value of Rs. 27.50 per Kg„ but if 
the count is 25s (but below 48s), the 
corresponding tariff value is Rs. 46.50, 
which in terms of ad valorem rates of 
5% and 12% applicable to these cate¬ 
gories would make a difference in inci¬ 
dence of Rs. 4.20 per Kg. 

(iv) In asbestos cement products, pressure 
pipes in lengths of 3 metres and above 
(manufactured according to specifications 
ol classes 1 to 5 of I.S. 1592-1960) carry a 
tariff value of Rs. 1450.00 per M.T., 
whereas other similar pipes are assessa¬ 
ble oil the basis of a tariff value of 
Rs. 900.00 per M.T., involving a diffe¬ 
rence in duty incidence of Rs, 550.00 per 
M.T. 


13. In an earlier chapter, we referred briefly 
to the abuse associated with exemptions. The 
phenomenon is widespread. A few illustrations 
called from evidence and from details of offence 
cases registered with the Department would 
serve to throw some light on the vast potential 
which exists lor abuse and evasion. 

14. There are several commodities which at¬ 
tract concessional i ates of duty or exemption 
upto one or more specilied levels of production. 
The production may be specified in terms of 
value or of quantity. There is usually a pro¬ 
viso dial if the total production of the unit 
exceeds a particular quantum the unit loses 


(v) A 15 H.P. internal combustion engine 
tarries a tariff value of Rs. 4,600 while 
a 1G H.P. engine is assessable on the 
basis of a tariff value of Rs. 7050; this 
would make a difference of more than 
Rs. 100.00 in the duty incidence of the 
two engines. Internal combustion en¬ 
gines ol 10 H.P. or less are completely 
exempted from duty. There are several 
cases in which the horsepower ol the 
engines produced or cleared is under- 
declared and duty evaded. We find that 
in a case detected in 1970-71, a private 
limited company cleared 128 such en¬ 
gines valued at more than Rs. lour lakhs 
and thereby evaded duty to the extent 
of Rs. 22,506.00. 
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eligibility for concession and exemption: this 
is because it then ceases to be considered 
“small”. In such an event the unit concerned 
is liable to pay duty even on clearances which 
it had already made free of duty. Instances in 
point are metal containers, safes and strong 
boxes, roller bearings, welding electrodes, zip 
fasteners, confectionery, and biscuits. The eva¬ 
sion in respect of goods pertaining to such ex¬ 
empted sectors is traceable to the ease with 
which some of the limits prescribed can be 
observed ostensibly, while contravened in fact. 
It has been repeatedly urged before us that 
apart from leading to fragmentation and pseudo¬ 
fragmentation they are a source of considera¬ 
ble evasion. During 1972, the preventive staff 
in a certain Collectorate intercepted a truck 
loaded with steel furniture which had been 
cleared directly from the premises of a pro 
ducer but was covered by an invoice purporting 
to have been issued by an agency through which 
the producer was marketing his goods. On fur¬ 
ther scrutiny it was discovered that goods were 
shown to have been cleared from a nearby 
unit which, while purporting to he licensed for 
manufacture of steel furniture, was in fact de¬ 
funct. This was done with a view to claiming 
the benefit of duty exemption admissible to 
the defunct unit. It was found that in 1971-72 
the ditty revenue evaded by this unit was Rs. 
60,000. In another similar case a firm was found 
to have cleared goods worth Rs. 53,000 without 
payment of duty even though the full exemp¬ 
tion admissible to the firm had already been 
availed of. In the course of evidence we were 
told that a big manufacturer of steel furniture, 
with an annual turnover of more than Rs. 40 
lakhs, had to wind up his business in conse¬ 
quence of unfair competition from small units 
which were stated to be evading duty. The 
duty structure on matches is somewhat similar 
and we have already referred to it in our 
Special Report. 

15. In paints and varnishes and certain other 
commodities, the tariff provides exemptions on 
the basis of the quantity of goods produced 
or cleared, subject to certain production ceil¬ 
ings. In essence these exemptions are similar 
to those described in the preceding paragraph. 
In the context of these exemptions, a some¬ 
what ingenious method of evasion has been 
brought to our notice. Since the exemption is 
related to production in the current vear, the 
producing units initially claim that their esti¬ 
mated production is likely to exceed the maxi¬ 
mum prescribed; and thev start paying duty at 
the full standard rates. They price their goods 
accordingly, i.e. after taking into account the 
duty incidence. They then proceed to mani¬ 
pulate the accounts in such a way that, to¬ 
wards the end of the year, they are able to 
come up with a claim for refund of duty paid. 
They base this claim on the ground that their 
actual production or clearances during the year 
did not exceed the maximum limit. The duty 
refunded is appropriated entirely by the pro¬ 


ducer. The consumer has already paid a price 
which is inclusive of the duty; and the ex¬ 
chequer has not benefited. 

16. Electric wires and cables made of copper 
with a sectional area not exceeding 1.5 sq. milli¬ 
meter produced by a small scale unit (in which 
the capital investment on plant and machinery 
as on the date of initial installation does not 
exceed Rs. 7.5 lakhs) are assessable at 12% ad 
valorem, whereas those with a sectional area 
of more than 1.5 Sq. millimeter attract a duty 
liability of 4% only. Several producers who 
are in this line are known to be misclassifying 
their goods with a view to evading the duty 
appropriately chargeable on their products. In 
one case, the duty revenue evaded on this ac¬ 
count amounted to more than Rs. 75,000. Tn 
addition, the unit was also able to claim the 
attendant duty set oft of 50 per kg. of copper 
content in copper wires. 


17. As already stated, a duty rebate is ad¬ 
missible on cotton seed oil used in the manu¬ 
facture of vegetable product. Two major cases 
of abuse of this concession by two public limited 
companies have been detected. These companies 
are reported to have fraudulently availed them¬ 
selves of rebates amounting to Rs. 2,58,014 and 
Rs. 44,814 respectively. 

18. Dutiable goods are removed in the guise 
of exempted or partially exempted goods. Ten¬ 
dering evidence before the Committee a wit¬ 
ness who belonged to the textile industry alle¬ 
ged that sound fabrics were being declared and 
cleared as fonts, and that the practice was so 
widespread that the products of his own unit 
had been priced out of the market. Several 
instances of this abuse have been brought to 
our notice. In one case a composite mill was 
found to have cleared 16,25,584 sq. meters of 
fresh cotton cloth by cutting it into rags and 
in the process had evaded duty to the extent 
of more than Rs. 15 lakhs. In another case, 
3,16,957 sq. meters of good cotton fabrics were 
cleared without payment of duty as rags. Some 
reputable concerns were reported to have been 
packing art silk fabrics in rolls and clearing 
them without payment of duty by declaring 
them as fents. In yet another case a seizure of 
100 bales containing sound art silk fabrics clear¬ 
ed without payment of duty was made in 1972, 
and the duty evaded was more than Rs. 40,000. 
Cases in which good fabrics were deliberately 
cut into fents and rags with a view to claiming 
the benefit of total or partial duty exemptions 
art' not uncommon. These developments led the 
administration, early in 1973, to revise the defi¬ 
nitions of fents and rags. One of the criteria 
is length, and this was reduced in the new 
definition. Further, as part of the changes intro¬ 
duced by the Budget, the duties on fents were 
increased and, for the first time, duty was also 
levied on “rags”. 
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19. There arc many exemptions, total and 
partial, based on the end use of the goods pro¬ 
duced. Such exemptions not only present serious 
difficulties of administration but are grossly 
abused. Instances of this type are: tractors in¬ 
tended to be used solely for agricultural pur¬ 
poses, special boiling point spirits classified as 
motor spirit intended to be used in the manu¬ 
facture of rubber, paints and varnishes or sol¬ 
vent extracted vegetable non-essential oils, elec¬ 
tric motors with a certain current consumption 
meant for fitting as integral parts of electric 
docks, copper and copper strips and foils in¬ 
tended for the manufacture of imitation zari 
and trinkets, paper intended to be used in the 
printing of newspapers, textbooks and other 
books of general interest, aluminium paste con¬ 
verted into pyrotechnic powder meant for sale 
to manufacturers of fireworks, vegetable non- 
essential oils used in the manufacture of vege¬ 
table product, paints and varnishes, soap and 
artificial or synthetic resins, vegetable product 
intended to be used in the manufacture of 
soaps including insoluble soaps, fatty acids, 
greases, lubricants and textile sizing agents and 
protective agents in the manufacture of synthe¬ 
tic rubber, etc. Several cases of abuse of these 
exemptions have been reported. In a case taken 
note of by the Public Accounts Committee a 
large quantity of J.P.4 fuel oil cleared on con¬ 
cessional rate of duty was found not to have 
been used for the purpose to which that con¬ 
cession was related and the revenue involved 
was nearly Rs. 2.5 lakhs. 

20. Wireless receiving sets manufactured in 
an industrial unit with a capital investment of 
not more than Rs, 7.5 lakhs of which the price 
(excluding excise duty or sales tax or both at 
the point of sale to the consumer) does not 
exceed Rs. 105.00 are exempted from duty, 
while sets in certain higher price ranges also 
attract preferential rates. Evasion is known to 
be widespread in this industry. The modus 
operandi followed is to mis-declare the value of 
the sets, In consequence, a large number of 
units produc ing dutiable sets have gone over 
to the exempted sector. 

21. Apart front tariff and exemptions, there 
are several other factors which contribute to 
evasion. In a number of cases, the production 
of an excisable commodity can be easily sup¬ 
pressed because it is consumed as such within 
the factory itself or convert d on the spot into 
a non-excisable product. We have been inform¬ 
ed that manufacturers of corrugated boards who 
are also producing corrugated board boxes, 
and of copper and copper alloys who manu¬ 
facture utensils on the same premises, are able 
to evade duty with impunity. Jute mills use 
jute fabrics as conveyor cloth, feed cloth and 
cop cloth in different machines without ac¬ 
counting for the quantity so used. Similarly, 
when goods command a market in close proxi¬ 
mity to centres of production, the risk of 
detection is relatively small and the possibili¬ 
ties of evasion correspondingly great. Sodium 


silicate is frequently sold without payment of 
duty to those manufacturers of soap who are 
not subject to excise control because they ope¬ 
rate without the aid of power. In the tea 
industry, the hygroscopic character of the com¬ 
modity leads to gain of weight through absorp¬ 
tion of moisture. It is believed that absence of 
physical supervision, coupled with the difficulty 
of establishing norms for the weight gained 
through such absorption, facilitates surrepti¬ 
tious removals without any means of detection 
through documents relating to weight. It is 
further believed that “made tea” is stealthily 
removed by workers and others and sold in the 
nearby markets. Location of producing units 
in isolated areas far away from points of con¬ 
trol is by itself an inducement to evasion. This 
is particularly so when compliance with pro¬ 
cedural and other requirements entails a visit 
to the administering officers and is for that 
reason irksome and expensive. In certain situa¬ 
tions, production of excisable goods is suppres¬ 
sed because the coriesponding raw materials or 
components have been purchased in the black 
market anti cannot be shown in the books. 
Occasionally, goods which are not fully manu¬ 
factured at the time of imposition of duty 
are declared as pre-excise stocks and cleared 
without payment of duty in terms of instruc¬ 
tions which exempt such goods from the new 
levy. Several instances of this type have been 
brought to light in Public Accounts Committee 
reports and in audit bulletins issued by the 
Department. 

22. Some of the methods employed for eva¬ 
sion are ingenious. Suppression of production 
and misdassification or under-valuation of 
goods are of course the sine qua non of eva¬ 
sion but the method itself varies from unit to 
unit depending upon its size and composition, 
and from commodity to commodity depending 
upon the process of manufacture followed, the 
structure of Lhe tariff applicable thereto and 
also the extent of control or supervision exer¬ 
cised. in addition to several other factors. A 
small unit with a simple process of manufacture 
which does not require large manpower or 
(omplex documentation resorts normally to 
straight physical evasion, whereas bigger units 
take recourse to more sophisticated devices 
involving manipulation of accounts. In addi¬ 
tion to outright removal of goods without pay¬ 
ment of duty and without any documentation 
at any stage, the use of duplicate gate pass 
books and the transport of more than one 
consignment on a single gate pass are a known 
phenomenon. Misdeclaration of constructional 
particulars of excisable goods, inflating the 
weight of containers (like cylinders used for 
filling gas or drums for filling sodium silicate), 
claiming excessive storage, processing and tran¬ 
sit losses, abuse of proforma credits obtained 
under Rule 5fi-A, diversion of goods cleared 
under bond for special industrial purposes and 
manipulation of treasury challans are some of 
the other methods employed. Manipulation of 
accounts so as to claim higher rebates (as in 
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the case of rebates related to excess production 
of sugar) or larger refunds, is also practised. 
Advantage is sometimes taken of legal and 
technical ambiguities or complexities to mini¬ 
mise the duty liability. 

23. Mention may also be made of some cases 
of evasion involving fraudulent claims in rela¬ 
tion to credits of duty into the treasury and 
manipulation of treasury challans. A factory 
manipulated the treasury challans by adding a 
digit to the figure representing the amount 
actually credited and thereby defrauded Gov¬ 
ernment to the extent of more than Rs. 50,000. 
To cite another instance, credits for more than 
Rs. 18 lakhs were taken by certain factories 
in a particular State on the strength of some 
fifty treasury challans, which were discovered 
to be forged. The frauds took place over a 
period of 4 years from 1968-69 to 1971-72. 

24. We have referred earlier to studies under¬ 
taken by the Committee’s secretariat in relation 
to certain individual units. For this purpose 
visits were paid to a number of factories, most 
of them located in and around Delhi and pro¬ 
ducing (1) wireless receiving sets, (2) glass and 
glassware, (3) internal combustion engines, (4) 
mill boards, (5) copper and copper alloys, (6) 
electric wires and cables and (7) asbestos cement 
products. An attempt was made to correlate 
the recorded production of these units with 
independent parameters like machinery instal¬ 
led, capital invested, labour employed, electri¬ 
city consumed and raw materials used. In cer¬ 
tain instances, this was supplemented by other 
data received from the Collectorates. If the in¬ 
formation furnished by the units could be ac¬ 
cepted at face value, it would have to be con¬ 
cluded that many of these units were not eco¬ 
nomically viable. It was however clear that, 
in several instances, the accounts maintained 
did not reflect the true state of affairs and the 
production recorded was not sustainable on the 
basis of the parameters indicated. Most of these 
units were in the small sector. 

25. In a number of contexts, there is con¬ 
siderable evidence which strongly, even if in¬ 
directly, suggests the prevalence of evasion. In 
certain centres of copper utensils industry it 
was found that after SRP had been introduced 
the recorded production of copper and cop¬ 
per alloys (circles) declined sharply. The Col¬ 
lectors inferred evasion and ordered various 
measures including intensified preventive acti¬ 
vity and more frequent inspection of the units. 
The results achieved were substantial in that, 
apart from a large number of seizures of stocks 
cleared without payment of duty, the recorded 
production immediately began to show an up¬ 
ward trend. In one Division, the revenue realis¬ 
ed during the period April to November, 1969, 
was Rs. 5,27,264; but as a result of the mea¬ 
sures taken, the corresponding realisation dur¬ 
ing the same period in the following year went 
up to Rs. 11,60,612. An Association brought to 
our notice the fact that several units engaged 

9—8 DCSI/&CE/74 


in processing art silk fabrics were based on 
premises worth Rs. 20 to 25 lakhs each while 
the recorded value of output of such units was 
so low that the units could not be considered 
as viable in any sense of the term. In a certain 
State, the sales tax authorities had evidence of 
habitual evasion of both excise and sales tax 
through suppression of production of a series 
of excisable goods including aluminium, glass 
and glassware, electric lighting bulbs, sugar, 
vegetable products, milk products, patent and 
proprietary medicines and iron and steel pro¬ 
ducts. 

26. In response to our questionnaire and in 
the course of evidence tendered before us, seve¬ 
ral parties have indicated what in their view 
are the principal areas of evasion in relation 
to the nature of goods produced and the type 
of unit producing them. There is surprising 
amount of unanimity in this regard. The com¬ 
modities to which attention has been drawn 
by the largest number of witnesses are: (1) sugar, 
(2) tea, (3) paints and varnishes, (4) sodium 
silicate, (5) cosmetics and toilet preparations, 
(6) plastics, (7) paper, (8) rayon or artsilk 
fabrics, (9) glass and glassware, (10) chinaware 
and porcelainware, (11) asbestos cement pro¬ 
ducts, (12) mosaic tiles, (13) copper and copper 
alloys, (14) internal combustion engines, (15) 
electric motors, (16) power driven pumps, (17) 
electric batteries, (18) electric lighting bulbs, 
(19) wireless receiving sets, (20) wires and cables, 
(21) domestic electrical appliances, (22) matches, 
(23) steel furniture, (24) metal containers, (25) 
safes and strong boxes, (26) bolts, nuts and 
screws, (27) rubber products, (28) electric fans 
(29) plywood and (30) soap. 

27. Apart from the general observations (i) 
that tariff complexities and exemptions pro¬ 
vide an incentive for evasion, and (ii) that 
evasion is more widespread in the small sectors 
of the industry, some of the points which have 
come to notice in regard to different commodi¬ 
ties are summarised below:— 

(i) Sugar.—Underweighment of cane is one 
of the methods employed. It is alleged that, for 
this purpose, certain factories arrange for 
powerful magnets to be placed below caneweigh 
bridges, well paid mechanics being employed 
for this job. 

(ii) Cosmetics and toilet preparations.—Ex¬ 
emption in relation to hair oils is being grossly 
abused. 

(iii) Art silk fabrics.—The levy is on pro¬ 
cessors who are not the owners and only do 
job work. They do not know the correct com¬ 
position, the constructional particulars or the 
value of the fabrics processed by them. This 
makes supervision difficult and evasion easy. 

(iv) Copper and copper alloys.—Copper cir¬ 
cles made out of scrap procured from the open 
market are not accounted for. 
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(v) Internal combustion engines.—Products 
suppress production in order to avail them¬ 
selves of the duty exemption available upto 
specified limits of production. A large number 
of producers have gone out of excise control 
on the apparent basis that they are producing 
engines of below 10 H.P., while in actual prac¬ 
tice they are producing bigger engines on which 
duty is being evaded. The horsepower is also 
misdeclared. 

(vi) Electric motors.—These are often assem¬ 
bled in small workshops and even homes, from 
where it is easy for them to be cleared without 
payment of duty. 

(vii) Miniature electric bulbs,—The records 
are manipulated to include large quantities of 
bogus sales of caps, which are the principal raw 
material for bulbs. The stocks thus shown as 
sold are actually utilised in the manufacture of 
bulbs, which are then cleared without payment 
of duty. Caps are also shown as wasted in the 
process of manufacture, the wastage ranging 
from 4% to 35%. 

(viii) Wireless receiving sets.—The price of 
wireless receiving sets is under-declared. A large 
number of units producing dutiable sets have 
gone out of the purview of excise on its Ireing 
made to appear that they are producing sets 
of a value not exceeding Rs. 165 each. 

(ix) Metal containers.—The small producers 
evade duty not only on metal containers but 
also on the raw materials which go into their 
manufacture. The total duty differential is so 
large that units in the organised sector are 
facing unhealthy competition. 

28. Tax procedures and the manner of their 
administration have a vital bearing on evasion. 
It has been urged by several witnesses, mostly 
from the Department, that the existing pro¬ 
cedures lead to ineffective administration and 
make evasion a profitable proposition. Tax eva¬ 
sion being essentially an understatement of a tax 
payer’s liability, there seem to be two major 
factors which govern a tax payer’s decision re¬ 
garding the extent of his understatement. These 
are his subjective judgment regarding the pro¬ 
bability of detection and the penalty which 
he would have to pay on such detection. It 
has been urged before us that, as matters stand 
today, the probability is relatively small and 
the penalty often inconsiderable. 

29. The procedures for levy and collection of 
excise duties as they obtained prior to the 
introduction of SRP and as they obtain at 
present have been described in earlier chapters. 

It has been suggested to us that the excise 
tariff structure is still geared to the system 
of physical control which regulated all admi¬ 
nistrative procedures for nearly twenty live 
years, since no basic change has been brought 
about in that structure after the introduction 
of SRP, the replacement of immediate physical 


check by remote documentary control is (ac¬ 
cording to this view) tantamount to a drastic 
reduction of the probability of detection and, 
in that sense is a direct invitation to evade. It 
is true that penal provisions for evasion have 
been made more stringent after the introduc¬ 
tion of SRP. For example, the maximum penalty 
has been raised from Rs. 2,000 to an amount 
not exceeding three times the value of the 
excisable goods or Rs. 5,000 whichever is great¬ 
er. Alternatively, to cite another example, the 
law now provides for confiscation of land, build¬ 
ing, plant, machinery etc. in the case of proved 
offences. In actual practice, however, the penal 
provisions are hardly ever applied at anywhere 
near their maximum level. They, therefore, 
do not provide the deterrent effect intended. If 
the fear of detection is lessened, so is the dread 
of what the punishment might be. 

30. In attempting to evaluate the two pat¬ 
terns of control, SRP and pre-SRP, from the 
point of view of their bearing on evasion, it 
is necessary to distinguish between the situation 
written into the law and the situation as it 
exists in fact. For example, under the system 
of physical control, it would be technically cor¬ 
rect to assume that the presence of an Inspector 
on the premises of a producing unit and his 
presumably intimate knowledge of the pro¬ 
cesses of production would mean that misclassi- 
fication of goods going out of the factory would 
not ordinarily be possible since the Inspector 
would not only be knowledgeable on matters 
of classification but also would actually super¬ 
vise clearances. The fact that under SRP there 
is no physical association or supervision on the 
part of the excise staff might therefore make a 
difference. This, however, would be an over 
simplification since, even under physical control, 
one Inspector had often to supervise several 
units, especially medium and small units, and 
could not possibly be present at each of them 
all the time. Since man-power w T as so widely 
dispersed in certain sectors, the so called phy¬ 
sical control was, in this particular context 
more in name than in actual operation. Quite 
often the officer adopted the course of acquies¬ 
cing in clearances without actual physical super¬ 
vision. When this w y as the case, it made little 
difference whether the system was called phy¬ 
sical control or one based on accounts or audit. 
Again, where convenience or amenities exist for 
removing the goods, w'ithout much risk of detec¬ 
tion, from the factory premises to either out¬ 
side or to a nearby duty paid godown, the fact 
that an Inspector was present on the premises 
during working hours may not make any diffe¬ 
rence to evasion under cither system. At the 
same time, it would be necessary to take note 
that the very fact that a system of physical con¬ 
trol was in operation tended to provide a moral 
and psychological deterrence to widespread 
misclassification and evasion. 

31. In the light of the evidence discussed in 
the preceding paragraphs, we may make two 
broad generalisations concerning the effect of 
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SRP on evasion. In respect of those commodities 
which are significantly produced in the small, 
and to some extent medium sectors of the in¬ 
dustry and of which exemptions are an import¬ 
ant feature, it would seem likely that SRP 
has led to more evasion. The evasion itself, how¬ 
ever, whether or not caused by SRP, is very 
extensive. In other commodities and sectors 
SRP has either made little difference to evasion 
or, in relation to specific categories of com¬ 
plicated tariff, has increased the possibility 
of evasion through misclassification. In regard 
to the latter categories the total volume of 
evasion through misclassifications would seem 
to be substantial, entirely apart from the ques¬ 
tion of how much SRP has contributed to that 
volume. 

32. We now turn to the statistical side of 
our investigation. The feasibility of arriving at 
some kind of quantitative estimate of evasion, 
either in its totality or in terms of individual 
sectors of production, has engaged the Commit¬ 
tee’s attention from the start of this enquiry. 
The difficulties were obvious from the begin¬ 
ning aiid cannot be said to have been surmount¬ 
ed since. Even at the micro level, the quantifi¬ 
cation of the duly evaded involves numerous 
uncertainties and assumptions. In a macro ex¬ 
ercise the difficulty is multiplied many times 
while the utility decreases in corresponding 
degree. Nevertheless we have made several at¬ 
tempts to arrive at some broad magnitude of 
evasion, with reference to such statistical data 
as were available. The various approaches 
which suggested themselves and which we have 
explored are (i) analysis of the offences re¬ 
corded and fines and penalties imposed and 
realised, (ii) study of trends in revenue after 
discounting increases in tariff and trends in 
production, (iii) comparison of the statistics of 
production as recorded by two or more agen¬ 
cies, and (vi) estimation of production on the 
basis of other factors or parameters such as con¬ 
sumption of key raw materials or use of input- 
output norms, so as to arrive at figures which 
are independent of the statistics reported. We 
discuss the exercises attempted in the succeeding 
paragraphs. 

33. Table (J) appended to this Chapter 
presents statistics of excise offences, aggregated 
for the whole country, for the period 19G7-68 
to 1971-72. In this context it is necessary to dis¬ 
tinguish between three different but connected 
statistical aspects of what is loosely termed “ex¬ 
cise offences”. The first relates to all acts of 
commission over a given period covered by 
the term “tax evasion”, irrespective of whether 
they are detected or not. The second concerns 


offences. Table (1) shows that the number of 
cases registered in respect of manufactured pro¬ 
ducts increased in absolute terms from 4500 in 
1967-68 to 8500 in 1971-72 (Column 4). Its 
proportion to the total number of offences also 
increased from 20% to 41%. While part of 
this increase may be due to intensification of 
preventive activity in the wake of SRP it has 
to be remembered that the number of com¬ 
modities under control as also the number of 
factories (other than powerlooms) increased 
over the same period from 70 to 116 and from 
20579 to 32657 respectively. 

34. Table (1) also shows that the number of 
cases disposed of as a proportion of the total 
number of cases registered and brought for¬ 
ward, has steadily declined from over 82% in 
1967-68 to nearly 73% in 1971-72, even though 
the total quantum of work as judged from 
column 6 increased only marginally. 

35. Table (2) gives the sector-wise classifica¬ 
tion of registered offences. This has been com¬ 
piled on the basis of data received from the 
Collectors, except for some four or five divisions 
and indicates that the composition of offences, 
as between technical and substantive, has not 
changed at the aggregate level during the three- 
year periods preceding and following the intro¬ 
duction of SRP. It will be seen that, though 
by far the largest number of detections relate 
to proprietary concerns and private limited 
companies during both the pre-SRP and post- 
SRP periods, the relative sector-wise composi¬ 
tion has only slightly changed, the offences re¬ 
gistered against private limited companies gain¬ 
ing at the expense of the proprietary concerns. 
If it is assumed that distribution of factories 
into groups according to the revenue yielded by 
them had also not changed radically over the 
same period, then the unchanged sectoral dis¬ 
tribution of detected offences in the two periods 
implies that the realised probability of detec¬ 
tion was independent of the size or composition 
of the units under the two systems of physical 
control and SRP. 

36. Table (3) presents the position regard¬ 
ing detection of offences by various groups at 
different levels of the administrative machinery. 
By the nature of post-facto verification under 
SRP a large proportion of the detections attri¬ 
buted to the range staff (44.5%) may be ex¬ 
pected to be technical in nature. Again while, 
in absolute terms, the number of cases detected 
by the preventive staff increased from 1115 in 
the pre-SRP period to 3138 in the post-SRP 
period, their relative contribution to detection 
seems to have declined, whereas the new agency 

<< Tnenp/’ficMi Drmme” nt/v-t-o A OtCo/ ^£ ik „ 




62 


imposed (44% pre-SRP and 53% SRP), together 
with a slight decrease of percentage in those 
cases which were either dropped or closed with 
a warning (21% pre-SRP and 18% SRP). But 
the more important point which emerges is that, 
despite the strengthening of the penal provi¬ 
sions, the number of offence cases where con¬ 
fiscation was ordered without penalty declined 
both in absolute terms and in relative propor¬ 
tion to the total number of registered cases. In- 
95 % of the cases the penalties imposed were 
less than Rs. 250. More importantly, the per¬ 
centage of cases in which fines amounting to 
more than Rs. 1000 were imposed dropped 
from 1.51% under pre-SRP to 0.58% under 
SRP. It appears to us that the deterrent pro¬ 
visions built into SRP have not been adequately 
invoked. 


38. Table (5) presents such evidence as is 
available in regard to realisation of penalties, 
fines and duties imposed. It is seen that fines 
and penalties realised as a proportion of fines 
and penalties imposed has steadily declined 
from around 60% in 1960 and 46% in 1967 
to 34% in 1970. It is also seen that while 
percentage realisations have remained constant 
around 45% for fines, the corresponding pro¬ 
portion for penalties has progressively declined 
from 47% to 29%.. Similarly, duty realised as 
a percentage of duty imposed has declined from 
20.85% in 1967 to 14.47% in 1970. The dec¬ 
line is much more marked if we exclude un¬ 
manufactured tobacco. This is evidenced from 
the sub-joined table. 


Year Fines and penalties Duty 



Imposed 

Realised 

Imposed 

Realised 

1967 . 

. 4,99,638 

1,99,460 

(39.92%) 

37,35,099 

8,04,357 

(21.54%) 

1968 . 

. 4,35,752 

1,93,095 

(44.31%) 

31,48,635 

5,75,713 

(18.28%) 

1969 . 

. 7,85,097 

2,66,776 

(33.98%) 

20,31,225 

2,58,506 

(12.73%) 

1970 . 


3,43,686 

(30.44%) 

25,42,047 

2,88,863 

(11.36%) 


(Figures within brackes represent fines and penalties and duty realised as a percentage of fines and penalties and duty im¬ 
posed.) 

39. A further analysis based on registered the point of view of the number of cases detec- 
offences throws some light on commodities which ted) before and after the introduction of SRP 

are important from the point of view of eva- are indicated below:— 

sion. The ten major commodities (major from 



1965, 1966 and 1967 



1969, 1970 and 1971 


1. 

Cotton fabrics ... 

(170) 

1. 

Matches ... ... 

(697) 

2. 

Matches ...... 

(142) 

2. 

Steel furniture ... . 

(314) 

3. 

Copper & Copper Alloys . 

(99) 

3. 

Tea ........ 

(307) 

4. 

Tea ...... 

(63) 

4. 

Copper & Copper Alloys .... 

(120) 

5. 

Iron & Steel products 

(01) 

5. 

Patent cr proprietary medicines 

(90) 

6. 

Sugar ...... 

(59) 

6. 

Refrigerating & Air-conditioning machinery 
and appliances ... . . 

(73) 

7. 

Wireless receiving sets 

(55) 

7. 

Iron & Steel products 

(66) 

8. 

Sodium silicate .... 

(30) 

8. 

Sodium silicate ...... 

(60) 

9. 

Wires and cables .... 

(20) 

9. 

Electric motors . . ... 

(57) 

10. 

Paints and varnishes .... 

U7) 10. 

Cotton fabrics ...... 

(52) 


(Figures within brackets represent the number of substantive offence cases.) 


40. The foregoing data provides some useful 
information about sectors and commodities to 
which registered offences relate and also about 
their relative importance and trends over a 
period of time. But it does not disclose a base 
for estimating the extent of evasion. 

41. One of the exercises sometimes attempted 
for estimating evasion in revenue offences is 
to relate such evasion to the value of goods 
seized, or duty evaded in relation thereto. The 


latter is blown up or inflated on the basis of 
certain assumptions made regarding the pro¬ 
portion of such seizures or quantum of duty 
evaded to the total. This method, however, has 
not much relevance in the present context. 
There is an obvious difference between detec¬ 
tion of contraband goods at Customs ports and 
central excise seizures in different parts of the 
country. Smuggling, that is to say professional 
smuggling which is the only type really im¬ 
portant from the point of view of Customs 
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revenue, is highly and extensively organised. 
Any one event of smuggling is likely to be 
part of a whole network of smuggling and 
therefore representative of that network. By 
comparison, each act of evasion of excise is 
individual to the evader; it is not connected 
with, and is not necessarily representative of, 
excise evasion on a larger cancas. Production and 
clearances of excisable goods are a continual 
process and an unauthorised removal at a given 
point of space or of time cannot be projected to 
arrive at an estimate of total evasion. Here, 
again, the magnitude of evasion cannot be read 
into the figures provided by the data. 

42. So far as a comparison between revenue 
and production trends is concerned, we are of 
the view that there is a basic fallacy in this 
method of estimation, inasmuch as the past 
data regarding revenue collections or production 
and clearances are, in themselves, net of eva¬ 
sion. To that extent a comparison of the pre¬ 
sent rates of growth with past trends cannot 
be very meaningful. Apart from the constraints 
pointed out earlier about estimation of evasion 
in general, there are several other difficulties 
in adopting this technique. Firstly, the years 
immediately preceding the introduction of SRP 
were marked by industrial stagnation, while 
the post-SRP years have been marked by in¬ 
dustrial recovery. As a result, the post-SRP 
figures of production and revenue can well be 
expected to reveal a somewhat higher growth 
rate. Secondly, a higher or a lower growth 
rate, would not necessarily point to the absence 
of evasion or to its prevalence. In an economy 
that is marked by many scarcities, the establish¬ 
ment of a few new units of production or ex¬ 
pansion of the capacity of existing units or the 
cessation or diminution of production for one 
reason or another e.g. shortage of raw materials 
or power might result in significant fluctuations 
of production. The variations noticed are in a 
majority of cases capable of being explained and 
since it is not always possible to quantify each 
factor said to be responsible for such variations, 
or to arrive at what the optimum rate of growth 
should have been, but for the factors men¬ 
tioned, the comparison loses a great deal of its 
statistical validity. We are aware that the De¬ 
partment itself has conducted studies from 
time to time, on the basis, largely, of statistics 
of production and clearances. Some time ago, 
a Committee of Collectors looked into this as¬ 
pect. They confined themselves to some 13 or 
14 commodities which had registered a decline 
in production since the introduction of SRP. 
After going into possible reasons for that dec¬ 
line, they concluded that some of these were: 
(i) communal disturbances in a particular city, 
so far as decline in textile production was con¬ 
cerned, (ii) fall in demand for carpet backing 
cloth in the case of jute manufactures, (iii) 
reimposition of duty in the case of cigars and 
cheroots, (iv) fall in production of major pro¬ 
ducers in the case of steel ingots, and (v) closure 
of a large number of factories in the case of 


matches. We draw attention to this because, on 
the data available, it is often not possible to 
draw other than ad hoc conclusions regarding 
decline in production. Thirdly, several practical 
difficulties are encountered in such analysis on 
account of lack of adequate data. For example, 
changes in tariff or enlargement of scope of 
exemptions in respect of one or more commodi¬ 
ties may render it almost impracticable to make 
meaningful comparison between the figures for 
one year and those for another. Again, the 
production of a single commodity may be re¬ 
ported in so many different units that com¬ 
parison is impracticable, especially when com¬ 
position changes from year to year. Thus, the 
units involved in reporting the production of 
plastics are: numbers, litres, tonnes, metres, 
square feet and square metres. For patent or 
proprietary medicines they are: numbers, phials, 
kilogrammes, litres, cubic centimetres, mega, 
packages, and tablets. 

43. We have been told that detailed exercises 
are undertaken by the Central Board of Excise 
and Customs each year at the time of the for¬ 
mulation of the revised budget estimates (for 
the running year) and budget estimates (for 
the following year), in which note is taken of 
past trends, probable increases in levels of in¬ 
stalled capacity, availability of raw materials 
from both imports and indigenous sources and 
other factors having a bearing on economic 
growth. It was suggested that if actual realisa¬ 
tions correspond reasonably to such estimates, 
it could be assumed that there was no evasion. 
We have already referred to the basic fallacy 
inherent in such an assumption. Even so, we 
looked into these estimates and found that 
even between revised estimates which are for¬ 
mulated about three months before the close 
of the year (when data for 8 or 9 months are 
already available) and actual collections for the 
same year, there are fairly wide variations. 
There are still wider variations between sanc¬ 
tioned budget estimates and actual collections. 


44. We considered it might be helpful to 
institute a comparison between the statistics of 
production maintained by the Excise Depart" 
ment and those recorded in the accounts pres¬ 
cribed by other agencies. All data regarding 
production are provided basically by the pro¬ 
ducing units—by their managements or the 
persons in charge—statutorily for the purpose 
of the Excise Department, and on a voluntary 
basis for others. To that extent, the sets of 
data available with different agencies cannot 
be regarded as in fact independent. It was 
thought nevertheless that a study might be 
worth attempting. The Gokhale Institute of 
Politics and Economics, Poona, very kindly 
undertook a preliminary exercise on our behalf. 
The analysis carried out by the Institute com¬ 
pared the trends in production of some 40 
excisable commodities from tw'o sources-; namely 
production reported in the “Statistical Year 
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Book” issued by the Statistics and Intelligence 
Branch of the Excise Department and in the 
“Monthly Statistics of Production of Selected 
Industries in India” (MSP) published by the 
Central Statistical Organisation. The period 
selected for comparison was 1961-62 to 1970-71. 
For this purpose, indices of production weie 
constructed with base 1961-62=100, in the ex¬ 
cise sector and then compared with the general 
index of industrial production (MSP) after ad¬ 
justing the same for its base year. Since aggre¬ 
gation might lead to the rise of production 
in orte commodity cancelling out the fall in 
another, the Institute made an attempt to com¬ 
pare the trends in production of individual 
commodities. For this purpose, indices of pro¬ 
duction were constructed for individual com¬ 
modities on the same basis. It was realised that 
the Excise and MSP indices so constructed were 
not strictly comparable for two reasons. First 
the coverage of MSP was confined mainly to 
units in the organised sector and information 
regarding production was collected on a volun¬ 
tary basis; this gave rise to variable coverage 
over a period of time. Second, changes both in 
the structure of excise duties and in the exemp¬ 
tions granted to different sectors of the industry 
introduced complications into the comparison. 
Some broad adjustments were, however, made 
by the Institute to take care of these factors. 
The results may be said to be not inconsistent 
with the view that when the source for the two 
sets of figures is the same, the trends revealed 
cannot be substantially different. 

45. Another approach to the problem was 
attempted by the Committee. This was to locate 
some independent indicators from which rates 
of growth could be deduced and then applied 
to production. The number of man-hours em¬ 
ployed, electrical energy consumed, the capacity 
of the machinery installed and raw materials 
used suggested themselves as the likely indi¬ 
cators. It was, however, found that apart from 
the fact that such an analysis could be applied 
only on a micro basis and would be relevant 
only for individual units, there were several 
other difficulties in pursuing this line of ap¬ 
proach. For one thing, in quite a few cases, the 
producing units under excise control turn out 


on the same premises not one but more than 
one product (including goods which may be 
non-excisable) and allocation of the man-hours 
employed or the electrical energy consumed, etc. 
as between different products and for semi¬ 
finished goods in various stages of production 
or processing is not always possible. Moreover, 
processes and techniques of production vary 
not only from unit to unit but keep on chang¬ 
ing even within the same unit, and proper allo¬ 
wance has to be made for such changes. These 
and other similar difficulties were experienced 
by the Committee’s staff in the course of their 
survey of individual units referred to earlier 
in this chapter. As regards raw materials, the 
Department itself has prescribed, in the case of 
the major industries, the principal raw materials 
for which a day to day account is required to 
be maintained by the producer, but this account 
has not served the purpose intended and we 
understand that, except in a few Cases relating 
to matches, it has not been possible for the 
Department to initiate or establish any cases of 
evasion on the basis of the raw material account. 
Further, since the account is maintained by the 
producer, it is as much subject to manipulations 
as the account relating to production. 

46. In an estimation at the aggregate level 
based on the total availability of raw material, 
there is also another difficulty, namely, of the 
same material being used in different industries 
producing excisable and non-excisable goods 
in varying proportions. There are however some 
instances in which this difficulty is not para¬ 
mount, Thus, in the case of matches and to a 
lesser extent in the case of sodium silicate, the 
principal raw materials which are used in the 
manufacture are, respectively, potassium chlo¬ 
rate and soda ash. Potassium chlorate is used 
almost wholly for matches while consumption 
of soda ash by the sodium silicate industry is 
placed reliably at about 25% of the total avail¬ 
ability. Our analysis based on consumption of 
potassium chlorate is set out in our Special 
Report on Matches. In the case of sodium sili¬ 
cate we found that proceeding on the assump¬ 
tion that the input-output ratio is f;3.25, the^ 
duty revenue estimated to have been evaded by 
this industry was as follows:— 


19G4-65 . 





• 

. Rs. 

4.2 lakhs 

(5.5%) 

1965-G6 . 






. Rs, 

9.6 „ 

(10.6%) 

1966-G7 . 






. Rs. 

13.1 „ 

(9-5%) 

1967-G8 . 






. Rs. 

31.4 „ 

(24.5%) 

1968-69 . 






. Rs. 

61.3 „ 

(49.3%) 

1969-70 . 



• 



. Rs. 

61.0 „ 

(38.4%) 

1970-71 . 






. Rs. 

64.1 „ 

(33.8%) 


(Figures within brackets represent estimated evasion as a percentage of the duty revenues realised in each year). 


The sodium silicate industry (mostely units in 
the organised sector) has been clamouring for 
some time that duty is being evaded by the 
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seems corroborated by the above analysis. Ac¬ 
cording to the industry, the extent of evasion 
during 1969-70 was around Rs. 81 lakhs. 
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47. The technique generally followed in con¬ 
ducting input-output analysis involves the tak¬ 
ing into account of the effect on production of 
changes in the final demand (made up of private 
and public consumption, investment, export, and 
changes in stocks) the whole exercise being con¬ 
ducted within a framework of general equili¬ 
brium. There are, however, serious limitations 
in applying this method to the estimation of 
evasion. Firstly, the data requirements of this 
method are fairly considerable; secondly, the 
input-output co-efficient matrices presently avail¬ 
able refer to the period of the early sixties and 
are thus out of data for our purpose. Again, the 
industrial breakchvn available in these matrices 
is not detailed enough to be applied explicitly 
to commodities covered by the excise tariff. 
Having regard to these limitations, we have 
had to decide against using this technique in 
the present context. 

48. In concluding this chapter we may turn 
again to the questions which we started it. 
They are questions which have been put to us 
and may be re-stated as follows:— (1) where 
does evasion take place, how does it take 
place, and why? Is SRP one of the causes? (2) 
how much is being evaded and, of this, what 
part is being evaded because of SRP? We 
have given reasons why we have not been able 
to find a statistically sound answer to the second 
of these questions: this is so with reference to 
the total magnitude of evasion and much more 
so with reference to SRP’s contribution to this 
magnitude. At the same time, on the basis of 
all the evidence we have had before us, we 
have reached the conclusion that evasion is 
considerable and, in certain sectors, pervasive. 
This is an inference we have drawn from the 
totality of what we have seen, heard and investi¬ 
gated. We consider it a perfectly valid con¬ 


clusion based on what we have elsewhere called 
the general evidence. But such a conclusion has 
to be distinguished from quantification, just as 
quantification in turn has to be distinguished 
from a mere guess as to quantum. For quanti¬ 
fication to be statistically valid, there is a prior 
two-fold requirement, namely, adequate data 
and appropriate methodology. The two have 
to be judged in relation to each other; the 
methodology must be one which can make some¬ 
thing meaningful out of obtainable data. We 
explored both. The several efforts are set out 
in the foregoing paragraphs. The result may 
be summed up in one phrase: we are unable to 
quantify and unwilling to guess. 


49. We would point out however, that in 
the context of the procedural and organisational 
issues on which we have been asked to make 
recommendations, it is not so much a statis¬ 
tically sustainable figure that matters as the 
wide range of evidence which points to the 
prevalence of evasion as a large scale pheno¬ 
menon, and throws light on the diversity and 
causes of its occurrence. In answer, therefore, to 
the question as to where evasion takes place, 
and how, and why, we have endeavoured in this 
Chapter to set out and analyse the situation 
both sector-wise and commodity-wise and with 
specific reference to tariff and exemptions. We 
have also, in the same context, dealt with those 
aspects of evasion with which SRP may be said 
to be more specifically concerned. On this mate¬ 
rial, and in the background which we have 
traced of the tax-procedure, its operation and 
its effects it is now possible for us to put to¬ 
gether the various considerations on which re¬ 
commendations for the future may be for¬ 
mulated. This we proceed to do in the section 
w'hich follows. 
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Table 2 

Sector-wise classification of ojfence cases 


Sector 


Pre-SRP Period 
(1965 to 1967) 


Numbers 

Substantive Total 


Post-SRP Period 
(1969 to 1971) 


Numbers 

Substantive Total 


1. Government Undertakings 

18 

(1.33) 

38 

(1.15) 

73 

(1.67) 

139 

(1.25) 

2. Public Limited Companies 

. 51 

(3.78) 

104 

(3.16) 

177 

(3.81) 

326 

(2.94) 

3. Private Limited Companies . . . . 

. 205 

(15.20) 

449 

(13.63) 

803 

(17.30) 

1520 

(13.70) 

4. Co-operatives ..... 

14 

(1.04) 

34 

(1.03) 

41 

(0.88) 

109 

(0.98) 

5. Proprietary Concerns .... 

1061 

(78.65) 

2670 

(81.03) 

3549 

(76.44) 

9000 

(81.13) 

Total ...... 

. 1349 

(100.00) 

3295 

(100.00) 

4643 

(100.00) 

11094 

(100.00) 


Note : Figures in brackets indicate the proportion to the total. 


Table 3 


Detection of Offences by various groups 




Pre-SRP Period 

Post-SRP Period 



(1965 to 1967) 

(1969 to 1971) 



Number 

Number 

1. 

Range Staff ...... 

2130 

4937 


(64.64) 

(44.50) 

2. 

Inspection Groups .... 

. 

2828 

(25.49) 

3. 

Audit ...... 

13 

138 



(0.40) 

(1.24) 

4. 

Supervisory Officers .... 

37 

53 


(1.12) 

(0.48) 

5. 

Preventive Staff . 

1115 

3138 



(33.84) 

(28.29) 


Total . 

3295 

11094 



(100.00) 

(100.00) 


Note : Figures in brackets indicate proportion to the total. 


Table 4 


Disposal of Offence Cases 



Pre-SRP Period 

Post-SRP Period 

Pre-SRP Period 

Post-SRP Period 

Nature of disposal 

(1965 to 1967) 

(1969 to 1971) 

(1965 to 1967) 

(1969 to 1971) 

1. Number of cases dropped 

438 

1249 



(13.29) 

(11.26) 



2. Number of cases closed with warning 

252 

738 



(7.65) 

(6.65) 



3. Number of cases compounded 

583 

402 



(17.69) 

(3.62) 




12—8 DGSI&CE/74 
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TabLI 4 — conti. 




Pre-SRP 

Post-SRP 

Pre-SRP 

Post-SRP 


Nature of disposal 

Period 

Period 

Period 

Period 


(1965 to 1967) 

(1969 to 1971) 

(1965 to 1967) 

(1969 to ’/l) 

4. 

Number of cases where only charge of duty ad- 

123 

267 




judged without penalty. 

(3.73) 

(2.411 



5. 

Number of cases where confiscation ordered 

195 

155 




without penalty. 

(5.92) 

(1.40) 



6. 

Cases in which penalties were imposed. 

(a) Upto Rs. 100 ..... 

1234 

4834 

84.64 

81.77 


(37.45) 

(43.57) 




(b) Rs. 101 to Rs. 250 .... 

157 

841 

10.77 

14.23 


(4.76) 

(7.58) 




(c) Rs. 251 to Rs. 500 .... 

32 

120 

2.19 

2.03 


(0.97) 

(1.08) 




(d) Rs. 501 to Rs. 1000 .... 

13 

82 

0.89 

1.39 


(0.40) 

(0.74) 




(e) Rs. 1001 to Rs. 2000 .... 

9 

6 

0.62 

0.09 


(0.27) 

(0.06) 




(f) Above Rs. 2000 . 

13 

29 

0.89 

0.49 


(0.40) 

(0.26) 




(g) Total (a) to (f). 

1458 

5912 




(44.25) 

(53.29) 



Number of cases pending ..... 

246 

2371 





(7.47) 

(21.37) 




Grand Total : . 

3295 

11094 





(100.00) 

(100.00) 



Notes. —Figures in brackets indicate proportion to the total. 


Col. (4) and (5) give for pre-SRP and Pott-SRP pe iod reflectively, the percentage distribution of the cases by the 
amount of penalties imposed in relation to the to'al number of such cases given in line 6(g). 




Table 5 






Central Excise Offences , Penalties, Fine & Duty imposed and Realised. 





1960 

-1961 

1967 

1968 

1969 

1970 



l^ifc 

2 

3 

4 

5 

6 









1. 

Penalties imposed (Rs.) . 

N.A. 

N.A. 

4,04,837 

5,92,039 

7,78,324 

11,24,005 

2. 

Fine imposed (Rs.) .... 

n.a. 

N.A. 

4,31,541 

4,80,416 

5,35,848 

5,25,442 

3. 

Penalties & Fines imposed (1 + 2) (Rs.) 

13,13,349 

11,01,033 

8,36,378 

10,72,455 

13,14,172 

16,49,447 

4. 

Penalties realised (Rs.) 

N.A. 

N.A. 

1,89,951 

2,60,337 

2,78,679 

3,21,501 

5. 

Fines realised (Rs.) 

N.A. 

N.A. 

1,94,833 

2,24,004 

2,39,358 

2,35,924 

6. 

Penalties & Fines realised (4+5)(Rs.) 

7,85,195 

5,75,241 

3,84,784 

48,4,341 

5,18,037 

5,57,725 

7. 

Duty imposed (Rs.) 

18,58,905 

29,85,550 

53,50,886 

54,94,781 

37,36,455 

42,39,648 

8. 

Duty realised (Rs.) .... 

9,88,242 

6,01,143 

11,15,618 

9,27,614 

5,88,378 

6,13,684 

9. 

Penalties realised as percentage of* 
penalties imposed. 

N.A. 

N.A. 

46.92 

43.97 

35.80 

28.62 

10. 

Fines realised as percentage of 
fines imposed. 

N.A. 

N.A. 

45.15 

46.63 

40.67 

44.90 

11. 

Penalties and fines realised as per¬ 
centage of penalties and fines imposed. 

59.79 

52.25 

46.01 

45.16 

39.42 

33.81 

12. 

. Duty realised as percentage of duty . 
imposed. 

53,16 

20.14 

20.85 

16.88 

15.75 

14.47 


Sources ; Col. (1) & (2) : Central Excise Re-organisation Committee (1963) p. 356. 

Col. (3) to (6) Compiled from returns available with the S. & I. Branch, New Delhi. 
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CHAPTER 11 


FRAMEWORK: SYSTEM OF SELECTIVE CONTROL 


In the loregoing review of central excise— 
how it has developed, how it is operating and 
how it is being evaded—we have attempted to 
set out at some length the facts and data on 
which any recommendations for the modifica¬ 
tion of procedure and organisation must be 
based. Three aspects stand out: the large diver¬ 
sity of the tax base, the great complexity of the 
tax system and the wide prevalence of tax eva¬ 
sion. From these follow certain important con¬ 
siderations which must be borne in mind in 
formulating new measures. 

2. First, no single mould of procedure, in¬ 
cluding SRP, would suit alike all types of com¬ 
modities or all forms and sizes of industrial 
units. The tax pattern must conform to the 
production pattern and not the other way 
around. Since the commodities produced (along 
with the units which produce them) fall into 
certain broad, well-defined categories, the tax 
system in its turn has to be designed so as to 
comprise separate procedures of selective con¬ 
trol tailored to meet the distinctive features of 
the different categories. 

3. Second, the question of complexity has to 
be examined with reference to the commodities 
taxed as well as the procedure extant. No pat¬ 
tern of control for the small sector would be 
really suitable if it entailed disproportionate 
complexity from the point of view of tax com¬ 
pliance or disproportionate cost from the point 
of view of tax enforcement. The complexity 
would have to be measured from the small asses- 
sees, ability to keep books of accounts or fulfil 
other requirements, and the administrative con 
trol would have to be looked at in the perspec¬ 
tive of the relatively small revenue yielded by 
this sector. Both these considerations point to 
a system much simpler than anything that might 
be envisaged for the medium and big sectors. 
Since exemptions complicate more than they 
help, the rationalisation of exemptions is one 
of the steps most needed in this connection. But 
above all—and this affects all sectors, big, me 
dium and small—it is the tariff structure with 
its numerous and intricate ramifications that 
needs to be simplified and streamlined. More¬ 
over, the burden of procedure should be light¬ 
ened wherever that can be done without undue 
risk to revenue. All these are features which 
must be incorporated in the new pattern of 
selective control. They must replace the cum- 
bersom ecomplexities of the present svstem, 
especially of its tariff and of its exemptions. 

4. Third, exemptions are a prolific source of 
evasion and, for that among other reasons, 
evasion is pervasive in the small sector. That 
does not mean it is not actively present in cer¬ 
tain other groups of industries as well. But 


there are yet other categories—few, but im¬ 
portant from the view-point of revenue—where 
it ceases to be a factor of any significance. These 
considerations would have to be duly weighed, 
along with other aspects, in designing the pat¬ 
tern of control most suitable for each of these 
categories. 

5. Sometimes, no cost is so great as the cost 
of uniformity. If it happens, as is indeed the 
case, that the larger part of the revenue comes 
from a sector where evasion is minimal and 
competence optimal, it is the way of wisdom 
for the tax authority to take the greatest possible 
advantage of Lbis situation. To employ the 
same pattern of procedure, deploy the same 
scale of staff and incur the same degree of cost 
irrespective of whether the unit is from this 
sector or from an entirely different one where 
competence to comply is minimal and tendency 
to evade optimal is clearly both extravagant 
and inappropriate. The control therefore has 
to be selective, that is to say, discriminating 
without being discriminatory. For uniformity 
with reference to principle does not imply uni¬ 
formity with reference to procedure. That, in 
this sense, selectivity and uniformity can co¬ 
exist is illustrated by the whole history of ex¬ 
cise procedure. 

6. We may now briefly recapitulate the rele¬ 
vant background. When the laws relating to 
individual commodities subject to central ex¬ 
cise were ton oiidated into the Central Excises 
and Salt Act, 1944, there were less than fifteen 
commodities (including salt and unmanufactur¬ 
ed tobacco) covered by the Central Excise Tariff 
and subject mostly to specific duties. Except for 
unmanufactured tobacco, these commodities 
were proudeed mainly by the organised sector, 
the tariff was comparatively simple, and the 
number of producting units was not large. Even 
so it was felt that the application of a uniform 
code to dissimilar commodities might create 
administrative difficulties. Accordingly, separate 
provisions were built into the rules framed 
under the Act to take care of the peculiar 
features of some of these commodities including 
matches, sugar and tyres. 

7. Over a period of time the Central Excise 
Tariff expanded enormously. Duties came to be 
extended to a wide range of industrial pro¬ 
ducts including raw materials, intermediate 
products and finished goods, produced not only 
by the organised sector but also by the small 
or cottage sector spread all over the country. 
In this process of expansion, there was a massive 
increase in the number of units required to be 
controlled, the tariff was continually refined to 
take care of growth and variety of production. 
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and the new trend of excise taxation was dis¬ 
tinctly towards ad valorem, and away from 
specific levies. 

8. The small sector presented special diffi¬ 
culties. On the one hand, it was felt that this 
sector needed fiscal concessions for its growth. 
Accordingly, several duty exemptions were ex¬ 
tended to it and, as already pointed out, they 
rendered the tariff structure and its administra¬ 
tion both complex and difficult. On the other 
hand, compliance by the small entrepreneuis 
with the legal and procedural requirements of 
a system designed basically for the organised 
industries created numerous problems both for 
the producers and the Department. Attempts 
were accordingly made from time to time either 
to effect suitable adjustments in the existing pro¬ 
cedure or to evolve new procedures such as 
compounded levy schemes for particular com¬ 
modities. Despite these measures, diversities in 
the system of excise taxation and procedures 
continued to grow. 

9. In 1968 when SRP was introduced, similar 
apprehensions appear to have been felt in re¬ 
gard to the suitability of a standard procedure 
tor all commodities. Accordingly, SRP was not 
extended in the first instance to certain com¬ 
modities which presented complications in as¬ 
sessment or where there was substantial move¬ 
ment in bond. Even-in respect of commodities 
covered by the procedure, several operations 
like removals and receipts in bond, removals 
for destruction, receipt of duty paid goods for 
reprocessing or repairs or under proforma cre¬ 
dit schemes, and clearances for export were 
kept outside its purview. However, a year later 
the procedure came to be applied uniformly 
to all excisable goods and to all operations, in¬ 
cluding movement of goods under bond. 

10. We have elsewhere considered the hetero¬ 
geneous character of the commodities covered 
by excise and, with reference to different groups 
of industries, dwelt at some length on factors 
such as divergence in techniques of production 
and marketing, and variation in standard of 
compliance with the requirements of tax pro¬ 
cedure. For reasons already explained, we con¬ 
sider that no single pattern can be expected 
equally to suiL all the broad divisions of the 
industrial spectrum. We accordingly recom¬ 
mend a SYSTEM OF SELECTIVE CONTROL 
made up of distinct procedures adapted to diffe¬ 
rent needs. The patterns of control we have 
in mind arc broadly three, based respectively on 
(1) accounts, (2) production, and (3) clearances. 
These may, for facility of reference, be designat¬ 
ed (1) Accounts Based Control (ABC), (2) Pro¬ 
duction Based Control (PBC) and Clearance 
Based Control (CBC). 

11. We envisage ABC as a liberalised version 
of SRP applicable to commodifies (i) which 
are produced almost entirely nr the organised 
sector, (ii) in which the number of producing 
units is not unduly large, (iii) of which the tariff 


structure is comparatively simple, and (iv) in 
which the system of maintenance of accounts 
and of auditing of such accounts is sufficiently 
detailed and thorough to justify reliance being 
placed on their correctness and authenticity. 
We list the commodities concerned and ela¬ 
borate the ABC pattern in Chapter 12. If our 
suggestions are accepted, twenty nine commo¬ 
dities will be brought under this pattern. They 
account for rupees 1597.83 crores or nearly 60% 
of the total excise revenue (Rs. 2652 crores) esti¬ 
mated for 1973-74. 

12. For the remaining commodities generally, 
we advocate the pattern of Production Based 
Control (PBC) which, while not deviating from 
the essence of SRP, incorporates certain modi¬ 
fications with a view to bringing about a more 
efficient operation of the tax system. This it 
attempts through closer association between the 
excise official and Lhe production unit, and 
better communication between the Department 
and the assessee. We list the commodities un¬ 
der PBC and elaborate the pattern itself in 
Chapter 13. The commodities covered wholly 
or partly by this pattern (the small sector in 
some of them will come under the third of the 
patterns we recommend) are 92.in number. In 
terms of the 1973-74 budget, they account for 
R; 997.48 crores or 38% of the total estimated 
revenue from central excise, Matches and coffee 
(besides a few minor items) are excluded from 
these figures, since a specific form of control 
has already been recommended for matches in 
our Special Report, while coffee, which is the 
only unmanufactured product under SRP is 
treated separately in the Chapter on Production 
Based Control. 

13. Some of the commodities covered by PBC 
are more prone than others to evasion. These 
nave been identified and dealt with at some 
length in Chapter 10 “Evasion”. Moreover, the 
units pertaining to these commodities include a 
sizeable sector of small producers whose capa¬ 
city to maintain records, submit returns or com¬ 
ply with various procedural and other require¬ 
ments is extremely limited. For this sector—sub¬ 
ject to the much more liberal 'alternative of 
compounded lev) we presently suggest—we re¬ 
commend the pattern of Clearance Based Con¬ 
trol (CBC ) which would correspond to the old 
system of physical control, including supervision 
over individual clearances. For this purpose, 
the small sector will be defined in terms of an 
annual turnover or value of production which 
does not exceed a pre-determined level or cut-off 
point. For units pertaining to the specified com¬ 
modities and operating below this level, the 
particular measure of reform we contemplate 
is the offer of an option to put them on a new 
scheme of compounded levy which simultane¬ 
ously renders the tax procedure simpler and the 
tax incidence lower than would be the case 
under the present system. The conditions spe¬ 
cified, the details of the out-off level, the fea¬ 
tures of compounded levy, the position re¬ 
garding exemptions and the particulars con- 
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cerning CBC are set out in Chapter 14. There 
are 48 commodities under this pattern of which 
the small units account for Rs. 16.78 crores 
or nearly 0.60°/, of the total revenue from 
excise estimated for 1973-74. 

14. The principal measures we recommend 
for simplification of tariff and exemptions will 
be found in Chapter 17. These should how¬ 
ever be read with connected matters—e.g. classi¬ 
fication and valuation, licences and bonds— 
dealt with in other chapters in this Section. It 


is our hope that the various steps here recom¬ 
mended will not only contribute to the simpli¬ 
fication and rationalisation of the tax structure, 
but result in considerable reduction of the de¬ 
lays, inconveniences and uncertainties to which 
the assessee is often subjected. It is however 
in the Volume on Organisation that we set out 
our recommendations concerning those measures 
of administrative and structural reorganisation 
which should help impart shape and substance 
to the policy changes and procedural reforms 
recommended in this Volume. 



CHAPTER 12 


LIBERALISED PROCEDURE FOR SELECTED COMMODITIES : ACCOUNTS BASED 

CONTROL 


The commodities identified by us as appro¬ 
priate for Accounts Based Control (ABC), the 
number of duty paying units producing these 
commodities, and the revenue yielded by them 
during 1971-72 are indicated in the table ap¬ 
pended to this chapter. The relevant criteria 
earlier set out are, by and large, satisfied by 
these commodities. One or two qualifications 
have to be made, but these are relatively minor. 
Thus in the iron and steel (or ferrous) group 
of industries and aluminium, as well as in tyres 
and motor vehicles, there is a sizeable medium 
and small sector to which the application of Ac¬ 
counts Based Control would not be appropriate. 
Accordingly, so far as the ferrous group of 
commodities and aluminium are concerned, we 
propose that this pattern should apply only 
to the main producers. Similarly, in respect of 
tyres and motor vehicles, the small units which 
produce mostly tubes or scooter tyres, or trailers 
may be kept out of the purview of Accounts 
Based Control. 

2. It would be observed that in terms of the 
data for 1971-72, the number of units which 
would be covered by this pattern is 583 with a 
revenue yield of Rs. 1193.41 crores constituting 
about 60% of the total excise revenue of that 
year. For 1973-74, the revenue from these com¬ 
modities is estimated at Rs. 1597.83 crores which 
is nearly 60% of the total Budget estimate. 

3. For units covered by this pattern of con¬ 
trol, we envisage, on the part of the Depart¬ 
ment, a much greater degree of reliance on the 
accounts which the units themselves keep for 
their own purposes, a reduction in the number 
of inspections and visits, elimination as far as 
possible of physical checks, and substantial 
simplification of existing procedural formalities. 

4. Presently, the Central Excise Rules pro¬ 
vide that where the Collector is satisfied that the 
accounts maintained by an assessee are adequate, 
such assessee may not be required to maintain 
any other account for central excise purposes. 
At several places, we have found in tne course 
of our visits that assessees are not aware of this 
provision and are, therefore, maintaining in 
addition to their own comprehensive accounts 
the records prescribed by the Department. This 
amounts to considerable duplication of work. 
We are of the view that the accounts main¬ 
tained by producers operating under this pat¬ 
tern of control should ordinarily be accepted 
without any modification as satisfying the re¬ 
quirements of the Department. If, in any parti¬ 
cular case, material particulars are found want¬ 
ing in th« accounts so maintained, the lacuna 
may be arranged to be filled and the accounts 


then accepted. It often happens that invoices or 
invokc-cum-despatch advices issued by the pro¬ 
ducers contain all the information required to 
be incorporated in a gate pass. In the ABC 
pattern, all such invoices or, advices should be 
accepetd as valid excise document in lieu of 
the gate pass. 

5. Several of the present procedural formali¬ 
ties are such that they can be dispensed with 
for this category of producers. For example, the 
facility to pay duty by cheque is available only 
after specific authorisation by the Collector. 
This again is subject to such terms and con¬ 
ditions as may be specified, and is also related 
to the quantum of duty paid in the preceding 
year. Similarly, for making a consolidated entry 
in the account current at the end of the day, 
or for paying duty on samples cleared during a 
month through a single debit in the account at 
the end of the month, the assessee has to seek 
the prior approval of the proper officer or the 
Collector. We are of the view that these for¬ 
malities are unnecessary and that the facility 
to pay duty by cheque and to make consolidat¬ 
ed entries in the accounts should be available 
generally to this category of producers without 
any preconditions. If the facility is abused, it 
would be open for the competent authority to 
revoke it. We understand that the Indian Oil 
Corporation have allowed to pay duty by ‘Letter 
of Authority’ in lieu of payment by cheque, in 
respect of some of their units all over the coun¬ 
try. We consider that a similar facility should 
be extended to other producers, if asked for, 
subject to such safeguards as may be thought 
necessary. 

6. As pointed out elsewhere, the general posi¬ 
tion under the existing provisions is that muti¬ 
lations, overwritings, corrections and erasures 
in the gate pass are not permitted. Similarly, 
when the assessee has already made a debit entry 
in his personal ledger account, but has there¬ 
after decided not to remove the goods and has, 
therefore, cancelled the gate pass, the rules do 
not allow him to make a corresponding credit 
entry unless specifically authorised; such autho¬ 
risation is given at the time of the finalisation 
of the assessment of the monthly return. We 
consider these restrictions to be of no practical 
utility so far as the category of commodities 
under ABC is concerned. We accordingly re¬ 
commend the corrections of the kind men¬ 
tioned above should be permitted provided the 
entries concerned are neatly scored out and 
properly attested by a responsible officer of the 
factory. This relaxation, however, should not 
extend to date, time of despatch and description 
of goods. We also recommend that, where a 
gate pass is cancelled, there should be no re»- 
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friction on a corresponding credit entry being 
made in the account current, subject to the De¬ 
partment being informed about the credit 
entry. 

7. As an important feature of ABC we recom¬ 
mend a substantial reduction in the number 
of visits for inspection, audit, drawal of sam 
pies etc. There is, today, a certain amount of 
duplication of functions between the Assess¬ 
ment Range and the inspection Group on the 
one hand, and the Inspection Group and Inter¬ 
nal Audit Parties on the other. For example, 
in addition to carrying out certain physical 
checks in relation to production, the Inspection 
Groups arc required to check all gate passes 
issued by a factory in any calendar month dur¬ 
ing each half-year selected at random with en¬ 
tries in the RT 12 return, even though this 
check is also carried out on a cent per cent 
basis by the Assessment Range on receipt of the 
monthly return. The other checks prescribed for 
Inspection Groups arc largely duplicated by the 
Internal Audit Parties. We propose to recom¬ 
mend in the Volume on Organisation that Ins¬ 
pection Groups as such shotdd be abolished 


and their functions divided between the Assess¬ 
ment Range at the one end and the Internal 
Audit Organisation at the other. There will 
thus be two formations: (1) the field formation 
corresponding to the present Assessment Range 
and exercising functions relating to classifica¬ 
tion, valuation and assessment of goods, in 
addition to carrying out physical and other 
checks related to production, and (2) the audit 
formation carrying out a comprehensive audit 
of all producing units. So far as producers in 
the ABC pattern of control are concerned, w T e 
consider that a detailed half-yearly audit by the 
audit formation would be adequate, and phy¬ 
sical checks or checks on production should be 
minimal. The jurisdictional field formation 
should normally confine itself to functions re¬ 
lated to classification, valuation and assessment, 
and drawal of samples. 

8. We deal elsewhere with issues such as 
licensing bonds, maintenance of account cur¬ 
rent, classification, valuation and other proce¬ 
dural matters. These apply not only to ABC 
but to the other patterns of control as well. 


Table 

Accounts Rased Control 


SI. Commodity 

No. 


1. Cigarettes ..... 

2. Motor Spirit ..... 

3. Kerosene ...... 

4. Refined Diesel Oils & Vaporising Oil . 

5. Diesel Oil N.O.S. .... 

6. Furnace Oil ..... 

7. Asphalt Bitumen & Tar 

8. Petroleum Products N.O.S. 

9. Compounded Lubricating Oils and Greases 

10. Calcined Petroleum Coke 

11. Soda Ash ..... 

12. Fertilisers ..... 

13. Cellophane ..... 

14. Tyres (main producers) 

1.5. Synthetic Rubber .... 

16. Linoleum ..... 

17. Cement .... 

18. Iron in any crude form (main producers) 

19. Steel Ingots (main producers) 

20. Iron or Steel Products (main producers) 

21. Zinc ...... 

22. Aluminium (main producers) 

23. Lead . ... 

24. Tin Plate & Tinned Sheets . 

23. Motor vehicles (main producers) 

11—8 DCSI&CE/74 


No. of Revenue in Revenue in 

units likely 1971-72 1973-74 

to be (Sanctioned 

covered budget 

estimate) 


(Rs. Crores) 


17 

193.07 

240.00 

74 

219.80 

276.30 

53 

123.89 

155.00 

54 

263.57 

325.00 

44 

25.37 

24.60 

41 

31.56 

28.50 

9 

12.50 

19.30 

20 

25.97 

47.50 

44 

7.91 

16.35 

3 

0.87 

1.00 

4 

2.46 

2.85 

51 

21.36 

44.25 

2 

1.83 

2.03 

14 

63.24 

81.49 

1 

1.01 

1.20 

1 

0.09 

0.32 

58 

48.92 

62.50 

6 

4.57 

5.67 

6 

1.91 

9.46 

6 

77.89 

163.53 

25 

1.31 

4.06 

.5 

27.07 

39.18 

1 

0.09 

0.15 

3 

2.66 

5.44 

29 

34.30 

39.25 
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Table — Contd. 




No. of 

Revenue 

Revenue in 

SI. 



units 

in 

1973-74 

No. 

Commodity 


likely 

1971-72 

(Sanctioned 



to be 


budget 




covered 


estimate) ' 

26. 

Fork Lift Trucks St Platform Trucks 


10 

0.19 

0.40 

27. 

Tool Tips ..... 




0.60 

28. 

Wire Ropes ... 

. 



0.75 

29. 

Carbon Black .... 




1.15 




583 

1,193.41 

1,597.83 


Note. —For items listed against serial Nos. 14, 18, 19, 20, 22 and 25, the sanctioned budget estimate figures for 1973-74 have 
been adjusted on the basis of the revenue derived from main producers during 1971-72. 



CHAPTER 13 


MODIFIED PROCEDURE FOR OTHER COMMODITIES s PRODUCTION BASED 

CONTROL 


In the chapter outlining the framework of 
selective control we have indicated that for 
commodities other than those covered by the 
Accounts Based Control (ABC), there should be 
a pattern of control based on production. 
This would broadly correspond to SRP, but 
with certain significant modifications designed 
to ensure a more efficient operation of the tax 
system. Subject to one reservation. Production 
Based Control (PBC) would apply to all com¬ 
modities not covered by ABC. 1 he reserva¬ 
tion is in respect of small units confined to 
certain specified commodities within the wider 
group covered by PBC. For these small units, 
defined in terms of value of production, we 
propose a simplified procedure which is ex¬ 
plained at some length in the next chapter. 
AH units above the level of turnover of small 
units of the specified commodities will of 
course be subject to PBC instead of the sim¬ 
plified procedure. Later in this chapter we 
shall deal with coffee and the procedure to be 
adopted for this commodity. The procedure 
for matches has been dealt with in our Special 
Report. 

2. The table appended to this Chapter 
indicates the commodities to which this 
pattern of control will apply and the number 
of units expected to be covered together with 
the revenue yielded by them during 1971-72. 
It would be seen that this pattern would em¬ 
brace some 92 commodities, forty for all units 
and the rest for those units which are not 
eligible for the simplified procedure spelt out 
in the next Chapter. In 1971-72, the relevant 
commodities accounted for 7335 units to 
which PBC would have been applicable. They 
yielded a revenue of Rs. 768.54 crores which 
was around 39% of the total excise revenue 
of that year. The commodities included in 
this pattern cover a very wide spectrum. They 
nevertheless present certain distinguishing 
features. They comprise a sizable medium 
sector, covering partnership firms and proprie¬ 
tary concerns. The processes and techniques 
of production followed by them as also the 
range of goods produced show a very wide 
diversity. The tariff structure is complex. It 
is based on various criteria which are relatable 
to the physical features or chemical composi¬ 
tion of the goods produced. There is also, in 
regard to this category of commodities and 
units, an urgent need to tone up the standard 
of maintenance of accounts and of tax com- 
pliance generally. For all these reasons, it 
would be of the utmost importance in this 
sector which is covered by PBC to ensure much 
closer association than at present between the 
operation of the unit and the supervision of the 
Department. This applies to the production 
processes of the unit no less than to its ac¬ 
counts and other documentation. 


3. It needs to be emphasised that by advo¬ 
cating Production Based Control for this class 
of producers, we are not deviating either from 
the concept or the form of SRP. In some 
ways, production oriented control is already 
an essential part of the Self Removal Proce¬ 
dure (as in the checks carried out by Inspec¬ 
tion Croups). In the course of evidence 
tendered before us both by representatives of 
the industry and of the department it has been 
repeatedly pointed out that there is today a 
serious lack of communication between the 
assessee and the department. This is attri¬ 
buted, among other things, to the fact that 
officers are not readily available at or near the 
producing unit, having been withdrawn from 
the factories and often located at a distance. 
The result is that producers are greatly handi¬ 
capped for want of information or clarifica¬ 
tion on important matters relating either to 
tariff or the procedure. What is primarily 
sought to Ire eliminated in PBC is this hiatus 
between the actual operations of production 
and the department’s knowledge of the nature 
and details of those operations. This hiatus 
is derived neither from SRP as originally 
conceived nor from SRP as it ought to be 
implemented in the light of the instructions 
issued by the Central Board from time to 
time. Rather, it is relatable to SRP as it 
happens to be working in practice as the 
result of a number of historical and other 
factors. It is SRP as practised that is sought 
to be modified and made into PBC. We 
w'ould reiterate that it is not necessary, in our 
view, to go back to the old system of physical 
control with supervision over individual clear¬ 
ances and countersignature of gate passes. 

4. In the chapter on “Physical Control and 
other. Pre-SRP Procedures”, we have indicat¬ 
ed briefly the legal position relating to levy 
and collection of excise duties. We have also 
referred to the fact that though excise duty 
is attracted immediately on production of 
excisable goods, for administrative and other 
reasons the central excise rules provide that 
“payment of duty shall not be required in 
respect of excisable goods made in factory 
until they are about to be issued out of the 
place or premises specified under rule 9 or are 
about to Ire removed from a store-room or 
other place of storage approved by the 
Collector under rule 47”. 

5. In the context explained above, the 
broad pattern of control prescribed by the 
Department was that all excisable goods 
manufactured were entered in a Daily Stock 
Account in form R.G. 1. Every producer was 
required, unless he undertook to pay duty on 
all such goods and clear them immediately on 
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completion of manufacture, to provide a 
storeroom or other place of storage at his 
premises for depositing goods made on the 
same premises without payment of duty. For 
this an entry book was required to be main¬ 
tained in form E.B. 4 showing receipt and 
removal of goods, together with their full 
description in terms of quantity, weight and 
value, as well as the marks and numbers 
given on packages. A distinction was made 
between the stage at which goods were consi¬ 
dered to have been produced for the purpose 
of attracting the duty liability and the stage 
at which they were considered as fully packed 
and/or ready for sale, for the purpose of 
actual collection of duty on clearance. Accord¬ 
ingly, an R.G. I stage used to be clearly indi¬ 
cated for each excisable commodity and the 
daily stock account was required to be written 
as soon as the goods in question reached that 
stage, whereas for the purpose of the store¬ 
room account the assumption was that only 
such goods as were fully manufactured, packed 
and ready for delivery would be deposited 
there and entered in the E.B. 4 record. Instruc¬ 
tions were also issued that where ott the basis 
of stock taking operations or otherwise, the 
full quantity of goods produced and shown in 
the R.G. 1 record was not satisfactorily accoun¬ 
ted for, formal proceedings would be initiated 
for remission for recovery of duty. Thus for 
cotton fabrics the R.G. 1 account was supposed 
to be written up at “off the loom’’ stage, 
w'hereas the E.B. 4 account showed only packed 
bales or other packages containing fabrics 
w 7 hich had been further processed, stamped and 
packed. 

6. We find that for some reason or the other 
this distinction came gradually to be obliterat¬ 
ed, so that for quite a large number of com¬ 
modities the R.G. 1 stage has not been speci¬ 
fically determined or notified and the two re¬ 
cords have been combined under SRP into a 
single account still called the R.G. 1. It has, 
however, been provided that where an assessee, 
on his own, desires to maintain the R.G. 1 and 
E.B. 4 accounts separately, he would not 
be required to maintain the R.G. 1 account 
prescribed under SRP. In making a provision 
in the combined record for indicating packed 
and loose goods separately, this account seeks 
to combine the two records, though it is explai¬ 
ned that loose goods are also finished goods 
lying temporarily in the finishing room await 
ing removal to the bonded storeroom. 

7. We consider that the earlier system had 
several merits. It enabled production to be 
accounted for at a convenient stage w T hich in 
most cases was a stage or two prior to the 
one at which goods could be, or were, 
normally, marketed. It also permitted a 
reconciliation between the clutv due and 
the dutv actually collected. It is true 
that after the introduction of SRP, a great deal 
of emphasis came to be placed on the raw 


material account lor the purpose of computing 
or correlating production with consumption of 
the raw material notified for various goods. 
In that context, the maintenance of two 
accounts, one for day to day production and the 
other for deposits in, and removals from, the 
bonded storeroom might have been considered 
unnecessary. We, however, find that the raw 
material account has not served the intended 
purpose. The Department has, no doubt, 
prescribed the important raw materials for 
some fiil excisable goods, and the producer is 
required to maintain an account in respect of 
each such material and also to submit a quar¬ 
terly return (in form R.T. 5) of their consump- 
t ion etc. It has also circulated, for the guidance 
of departmental officers a list of some 31 com¬ 
modities in which broad input-output ratios 
have been given. In several cases, however, the 
list indicating the input-output ratios itself 
provides for wide possible variations and allow¬ 
ances for wuistage and tolerance. Again, if the 
production recorded by a manufacturer is 
jniinu facie less than the production estimated, 
the remedy available is that normal production 
can be determined by the proper officer after 
taking into account a whole variety of factors. 
Some of these are: the installed capacity of the 
factory, raw materials used, labour employed, 
and power consumed. Such shortfall in pro¬ 
duction as is not satisfactorily accounted for by 
the above process can be assessed by the officer 
to the best of his judgment. In the depart¬ 
mental instructions issued on the subject it is 
specifically mentioned that provisions regard¬ 
ing determination of normal production and 
consequent assessment on the basis of best 
judgment should be invoked only in excep¬ 
tional circumstances. Such an assessment can 
be made only by an officer duly empowered in 
this behalf by the Collector by a special order 
in writing. The Collector is asked to invoke 
the provision only in cases of a marked decline 
in production which cannot be attributed to any 
obvious causes. It has been argued before us 
that these instructions, by seriously inhibiting 
the scope for action in such cases, completely 
impair the utility of the Raw Material 
Account. We appreciate the view 7 points ex¬ 
pressed and subject to what we say later in 
chapter 18 consider that in all those lines of 
production in w'hich a direct and uniform 
quantitative input-output relationship does not 
exist, there is no point in prescribing a raw 
material account or in attempting a verifica¬ 
tion of production on that basis. 

8. We consider that proper accounting of 
production is a matter of considerable im¬ 
portance, particularly in the context of SRP. 
But adequate emphasis has not been placed on 
such accounting. In this connection w 7 e should 
like to endorse a suggestidn made to us that in 
all cases in which it is not possible to establish 
a direct quantitative relationship between the 
raw material and the finished product, such 
accounting should begin at a stage prior to the 
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completion of manufacture, when the goods 
reach a near-finished condition in which they 
can be smuggled out and, W'ith or without 
minor changes, put to use. It is argued that 
once this is done, and a proper check is kept 
on the maintenance of this account, it will not 
lie possible for the producer to escape liability 
for the goods produced, even though duty 
might be collected at a later stage on the basis 
of goods actually cleared. What is proposed is 
in eifect the reintroduction of the old R.G. 1 
concept of accounting. There is one difference. 
The stage to be notified need not be the stage 
of production of goods; indeed, preferably it 
should be a stage prior to that when goods 
assume a form in which they can Ire cleared 
and, with minor operations thereafter, made 
ready for sale. We have considered the stages 
at which excisable commodities were required 
lo be accounted for in the R.G. 1 record, under 
the earlier pattern of control, and find that in 
unite a few cases the stages already notified 
would satisfy the above requirement. For 
example, the R.G. 1 stage specified for cotton 
fabrics is “off the loom”, for tea it is the stage 
at which it emerges from the firing machine, 
tor vegetable product it is the bulk weight of 
deodorised hydrogenated oil manufactured, for 
cement it is the receipts in bulk in silos, for 
wireless receiving sets, it is the stage at which 
rhev are wired and subjected to test and tuning 
and so on. In these particular cases, it is not 
necessary to postulate an earlier stage for the 
purpose of accounting of production. But there 
are several other cases in which the stages 
specified are such as to be hardly distinguish¬ 
able from the finished stage at which goods arc 
stored in the storeroom and cleared on pay¬ 
ment: of duty. In all such cases, and others in 
which no R.G. 1 stage has been specified, it 
would be necessary to identify a suitable stage 
for the purpose of accounting. This would 
need to lie done separately for each product 
after taking into account the process of produc¬ 
tion and the stage at which goods are capable 
of being sold. For example, soap can be requir¬ 
ed to be entered in the production record 
immediately it is cut into bars and cakes and 
not after it has been embossed and packed; 
electric fans after the component parts are 
assembled, and not after the fans have been 
tested and affixed with specification labels and 
numbers; and dry batteries as soon as the age¬ 
ing process is complete. 

9. We feel that accounting of production in 
the manner indicated above and of finished 
goods in a separate record corresponding to the 
old F..B. 4 together with greater physical asso¬ 
ciation of the staff with processes of production, 
would together constitute a reasonably effective 
safeguard against suppression of production 
and illicit removals. 


10. There exists in a large number of indus¬ 
tries, particularly in the organised sector, a very 


systematic planning and accounting ot produc¬ 
tion, starting from the stage of allocation of 
raw materials or an intermediate stage, which¬ 
ever is feasible and convenient, when a distinc¬ 
tive code or serial number is assigned to each 
batch of production. The accounts maintained 
relitet the day to day position of each such 
batch in elaborate detail and the goods produc¬ 
ed and/or the containers in which they are 
packed are also marked with the distinctive 
code or serial number assigned to the batch. 
This enables the management to check opera¬ 
tional efficiency and to identify the complete 
history of each batch or lot of goods produced 
by them. We are of the view that a system of 
accounting based on batches of production 
would make for considerable simplification in 
procedures of classification and assessment, 
would facilitate verification of stocks and 
would enable correlation with the accounts of 
the producer. We accordingly suggest that the 
feasibility of adopting this system and extend¬ 
ing it generally to all commodities and sectors 
of producers should be considered. 

11. l lie suggestions made in the preceding 
paragraphs regarding accounting of production 
should apply generally to all commodities. 
They have been included in this Chapter mere¬ 
ly because of their special relevance to the PBC 
sector of producers. 

12. It has been suggested to us that for any 
production based control to be effective, both 
from the point of view of revenue and of the 
industry, there is no escape from positioning 
officers at the point of production itself or in as 
close a proximity to the point of production as 
possible. We have given careful thought to 
this suggestion. SRP did not envisage com¬ 
plete dissociation of the staff from the produc¬ 
ing units. What it definitely envisaged and 
achieved was the freeing of those units from 
phviscal verification of clearances and counter- 
signature of gate passes. It was not a neces¬ 
sary part of the intention that SRP Ranges 
should be shifted from their earlier locations 
to more distant points. Having regard to the 
situation as it has developed since the introduc¬ 
tion of SRP and as it obtains today, we consider 
that it is essential to restablish a closer relation¬ 
ship between the unit of production and the 
staff connected with the verification of that 
production. This can be done without ham¬ 
pering the processes of production or impeding 
the operations of management. 

13. On whether or not the excise officials 
concerned should be positioned in the factories 
or in a separate building housing the Range, 
the cardinal considerations to be borne in mind 
should, in our view-, be (i) whether the jurisdic¬ 
tional officer is easily accessible to the units 
assigned to him and, (ii) whether, having regard 
to his location and conditions of wmrk, he can 
effectively discharge his responsibilities in 
respect of the units concerned. We deal in 
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greatei detail with this matter and with other 
aspects connected with it in the Volume on 
Organisation. 

14. The production control exercised will 
include many of the checks which were carried 
out by the jurisdictional staff, short of physical 
supervision over clearances and counter¬ 
signature. Among the features to be incor¬ 
porated are: authentication of all gate pass 
documents and accounts maintained by the 
assessee, supervision of production at various 
stages, and exercise of checks in respect of (i) 
packing and filling operations, (ii) goods in 
storage, (iii) raw materials used, (iv) receipt of 
duty paid goods, (v) accuracy of weighing 
machines, (vi) destruction of excisable goods, 
and (vii) clearance of goods for export. 

15. The day to day assessment documents 
will be checked by the jurisdictional staff and 
submitted to the Superintendent incharge of 
the Range along with the R.T. 12 return. 

l(i. All checks exercised in relation to produc¬ 
tion will be indicated in the relevant records 
and also in a Survey Book maintained by each 
officer. 

Coffee 

17. The recommendations made by us so far 
in regard to patterns of control relate primarily 
to manuafactured products. Coffee is an un¬ 
manufactured product in terms of the Central 
Excise law, but SRP was extended to it on 
1-6-1968, along with 68 manufactured products. 
This seems to have been done on the consi 
deration that its cultivation was confined to 
certain limited areas and its marketing was 
channelled through a central organisation, 
namely, the Coffee Board. 

18. We find that in spite of a certain amount 
of simplification brought about after the intro¬ 
duction of SRP in procedures relating to collec¬ 
tion of duty on coffee, there is considerable 
duplication of functions performed by the 
Coffee Board on the one hand and the Central 
Excise Department on the other. We feel that 
much of this duplication can be avoided and 
the controls maintained by the Central Excise 
Department appreciably reduced without any 
risk to revenue. The present excise control on 
coffee estates covers (i) registration of growers, 
(ii) licensing of curers (unless a grower does 
not undertake any process of curing) and (iii) 
visit by the Range staff once a year when the 
grower-curer’s annual return of coffee growm 
and cured is taken and unused transport certi¬ 
ficates and counterfoils of used certificates arc 
resumed and coffee retained in excess of free 
allowance allowed for personal consumption is 
assessed to duty. During this visit a formal 
declaration for the following year is also taken 
and fresh transport certificates for the follow¬ 
ing season are issued. Large grower-curers are 
required to submit written declarations. 


19. It appears that issue of licences and ob¬ 
taining and recording of declarations regarding 
the area planted and coffee produced serve 
only a statistical purpose. Since the Coffee 
Board already keeps detailed statistical infor¬ 
mation and maintains adequate control on the 
estates wdth a view to ensuring that all coffee 
produced is delivered to the pool, the time 
and energy spent by Central Excise officers 
for these purposes appear to be avoidable. 
We are, therefore, of the view that while 
the legal requirement of a licence for curing 
may continue to remain in force, the actual 
issue of curing licences to the coffee estates may 
be entrusted to the officers of the Coffee Board 
who may be declared as Central Excise 
Officers for this purpose. Similarly the 
issue of transport certificates can be entrusted 
to officers of the Coffee Board without in anv 
way detracting from the responsibility which 
attaches to the curers under the law, for their 
correct accountal. Such statistical information 
as is needed by the department regarding num¬ 
ber of growers/curers, area planted and the 
quantity produced can be obtained without 
much difficulty from the Coffee Board. 

20. So far as the growers/curers are concern¬ 
ed there is one area in which the Excise De¬ 
partment performs a distinct function. This is 
in relation to personal consumption allowance 
which is permitted to be retained without pay¬ 
ment of duty. The Coffee Board also has a 
scheme of domestic consumption allowance 
based on the number of members in a curer’s 
family and certain other considertions. The 
quantity covered by this allowance is not re¬ 
quired to be surrendered to the Coffee Board. 
In view of the fact that the allowance admis¬ 
sible under instructions issued by the Coffee 
Board is somewhat more liberal than the 
allowance authorised by the Excise Department, 
demands for duty involved on quantities re¬ 
tained by each curer in excess of the depart¬ 
mental allowance have to be issued year after 
year. We find, however, that from the point 
of view of revenue, this is not very significant. 
For example, in the State of Mysore which is 
the principal coffee producing area in the 
country accounting for over 70% of the total 
production, the quantity charged to duty on 
this basis in 1970-71 was only 23 tonnes, 
involving a duty revenue of around Rs. 15,000. 
Having regard to the fact that the quantities 
permitted to be retained for domestic consump¬ 
tion are a very small part of the total quantity 
produced (about 1.1%) and the revenue in¬ 
volved from the point of view of the Excise 
Department is negligible, w'e are of the view 
that the Department may consider the feasibi¬ 
lity of adopting the same personal consump¬ 
tion allowance as is prescribed by the Coffee 
Board. If this is done, it would be possible to 
sate the labour expended at present on raising 
demands for duty and thereafter on attempts 
to realise it. 
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21. Similarly, vve feel that the control main¬ 
tained by the Central Excise officers on the 
Coffee Hoard’s pool warehouses can be consi¬ 
derably reduced. At present during the pluck¬ 
ing and curing season the range officers visit 
the warehouses almost every day and spend 
considerable time in checking the receipts of 
Coffee for further curing and processing, the 
accounts of processing operations etc., with the 
result that during this season every big pool 
warehouse needs practically the whole time 
services of an officer. The pool warehouses 
also submit a detailed list of till storage and 
processing losses occurring during the month. 
These statements run into a number of pages 
and their preparation creates a good deal of 
avoidable paper work. We find that whole 
time officers of the Coffee Board are posted at 
each pool warehouse. They check every item 
of receipt and clearance and supervise all pro¬ 
cessing operations. At various stages of process¬ 
ing they also conduct check-weighments. Some 
of the operations like drawing of samples for 
auction and delivery of coffee sold at the auc¬ 
tion to the successful bidders are undertaken 
under the instructions of the Coffee Board 
itself. The owner of the establishment merely 
acts as an agent of the Coffee Board. The 
stakes of the Coffee Board are heavier than 
that of excise. We therefore, feel that it should 
not be necessary for Central Excise Officers to 
maintain the present rigorous control on 
receipts into warehouses. It would he enough 
if, in addition to the monthlv R.T. 12 return, 


the warehouses submit every month a consoli¬ 
dated statement giving the total receipts during 
the month and such other particulars as the 
Range may require. In fact the pool ware¬ 
houses and pool collecting depots in certain 
areas are said to be already furnishing the 
information required every month. It should 
not be necessary for the central excise officers 
to check all entries of receipts, processing etc., 
as a matter of routine. Similarly it should not 
be necessary for the warehouses to submit de¬ 
tailed statements of all losses occurring in 
storage or processing. During their routine 
visits to the warehouses the Inspectors concern¬ 
ed and the Range Superintendents should go 
through the warehouse records and condone the 
losses which are within their competence and 
which in their opinion deserve to be condoned. 
The warehouses should be asked to submit 
statements only in respect of the remaining 
losses which have to be referred to higher 
officers for orders. 


22. The simplification which we have sugges¬ 
ted above would, in our opinion, considerably 
reduce the burden on the warehouses as well 
on the range officers without any undue risk 
to revenue. The central excise officers should, 
however, retain full powers to visit the pool 
warehouses and carry out such checks as they 
consider necessary. Similarly, preventive 
controls, including checking of consignments in 
transit, should continue as at present. 


Production based Control 


(Revenue Rs. Grores) 


SI. 

No. 

Commodity 

No. of units 
likely to be 
covered 

Revenue in 
1971-72 

Revenue 
in 73-74 
(S.B.E.)* 

1 

2 

3 

4 

5 

1. 

Sugar ............ 

223 

169.18 

179.83 

2. 

Sugar-Khandsari .......... 

97 

0.56 

.58 

3. 

Confectionery .......... 

23 

0.62 

0.78 

4. 

Prepared or preserved Foods ........ 

76 

4.81 

5.19 

5. 

Food Products .......... 

47 

4.53 

5.51 

6. 

Aerated Waters .......... 

90 

3.28 

7.45 

7. 

Glucose & Dextrose ......... 

14 

0.98 

1.30 

8. 

Tea. 

932 

33.13 

42.13 

9. 

V.N.E. Oils. 

89 

1.20 

1.17 

10. 

Vegetable Product .......... 

70 

13.25 

15.60 

11. 

Paints and Varnishes ......... 

107 

6.65 

9.52 

12. 

Chemicals, namely Calcium, Carbide, Bleaching Paste etc. 

31 

1.84 

2.80 

13. 

Caustic Soda ........... 

29 

3.93 

5.10 

14. 

Sodium Silicate .......... 

87 

1.07 

1.14 
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Table— Contd. 


1 

2 



3 

4 

5 

15. 

Glycerine ....... 



22 

0.17 

0.63 

16. 

Synthetic Organic Dyestuffs ..... 



66 

5.87 

10.06 

17. 

Synthetic Organic Products . ... 



8 

0.57 

0.81 

18. 

Patent or Proprietary Medicines .... 



210 

15.08 

17.97 

19. 

Cosmetics & Toilet Preparations .... 



50 

5.59 

6.76 

20. 

Nitric. Hydrochloric & Sulphuric Acid 



44 

1.39 

1.80 

2). 

Gases ....... 



160 

3.68 

5.00 

22. 

Soap ......... 



32 

11.63 

12.86 

23. 

Artificial or synthetic resins and plastic materials 



334 

28.09 

38.70 

24. 

Organic Surface Active Agents ..... 



25 

3.12 

4.64 

25. 

Tyres (other than main producers) .... 



13 

0.01 

0.01 

26. 

Rubber Products ....... 



78 

9.97 

13.62 

27. 

Plywood ........ 



56 

2.88 

4.56 

28. 

Paper ........ 



114 

25.43 

35.87 

29. 

Rayon & Synthetic Fibres and yarn .... 



388 

91.26 

134.00 

30. 

Cotton Yarn ........ 



475 

33.12 

35.78 

31. 

Woollen yarn ........ 



186 

5.25 

4.98 

32. 

Jute Yarn ....... 





2.22 

33. 

Yarn all sorts N.E.S. ...... 





16.55 

34. 

Cotton Fabrics ....... 



306 

81.51 

89.66 

35. 

Woollen Fabrics ..... 



62 

4.80 

5.82 

36. 

Rayon or Artificial Silk fabrics ..... 



256 

20.74 

34.89 

37. 

Jute manufactures ....... 



91 

27.25 

36.51 

38. 

Textile Fabrics N.E.S. ...... 






39. 

Textile Fabrics Impregnated ..... 



7 

0.01 

0.03 

40. 

Readymade garments ..... 



24 

0.43 

0.31 

41. 

Typewriter and Similar ribbons 



8 

0.12 

0.18 

42. 

Glass & Glassware ....... 



85 

8.92 

10.89 

43. 

Ghinaware and Porcelainwarc . 



63 

3.54 

5.58 

44. 

Asbestos Cement Products ..... 



12 

2.61 

3.41 

45. 

Mosaic Tiles ........ 



4 

0.03 

0.05 

46. 

Copper Sr Copper Alloys ...... 



114 

4.96 

7.70 

47. 

Iron in any crude form (other than main producers) 



2 

0.27 

0.33 

48, 

Steel Ingots (other than main producers) 



5 

0.12 

0.59 

49. 

Iron or Steel Products (other than main producers' 



334 

9.20 

19.32 

50. 

Aluminium (other than main producers) 



150 

15.08 

21.82 

51. 

Internal Combustion Engines ..... 



21 

1.57 

1.88 

52. 

Refrigerating and air-conditioning appliances 



253 

15.21 

18.60 

53. 

Electric Motors ....... 



90 

5.89 

10.04 

54. 

Power Driven Pumps ...... 



5 

0.04 

1.27 

55. 

Motor Starters ....... 



38 

0.64 

1.10 

56. 

Electric Batteries ....... 



19 

9.79 

13.33 

57. 

Electric Bulbs and Tubes .... 



23 

5.68 

6.80 

58. 

Electric Fans ........ 



59 

5.20 

5.84 

59. 

Wireless Receiving Sets ...... 



22 

4.42 

6.13 
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Table— Contd, 


1 2 

60. Part* of Wireless Receiving Sets 

61. Electric W'ires and Cables 

62. Domestic Electric Appliances 

63. Office Machines .... 

64. Electric Supply Meters . . 

65. Motor Vehicle parts and accessories 

66. Footwear ..... 

67. Cinematograph films 

68. Gramophones and Parts . 

69. Cinematograph Projectors 

70. Photographic cameras 

71. Mechanical Lighters 

72. Steel Furniture .... 

73. Crown Corks ..... 

7*1. Pilfer Proof'Caps 

75. Wool Tops ..... 

76. Safety Razor Blades 

77. Metal Containers not elsewhere specified 

78. Slotted angles St channels 

79. Safes Si Strong boxes etc. . 

80. Rolling Bearings . . ■ 

81. Welding Electrodes . . 

82. Coated Abrasives and Grinding wheels 

83. Bolts and nuts Sc screws 

84. Zip or slide fasteners 

85. Pressure Cookers ... 

86. Vacuum Flasks ... 

87. Playing cards .... 

88. Camphor ..... 
89.. Menthol ..... 

90. Electric Insulating Tapes 

91. Adhesive Tapes .... 

92. Rubber Processing Chemicals 

Total ..... 


4 


9 

1.50 

0.55 

167 

11.29 

14.03 

27 

0.38 

1.14 

23 

1.76 

2.06 

16 

1.46 

1.10 

26 

1.69 

6.26 

37 

2.33 

2.70 

46 

1.48 

2.20 

31 

0.36 

0.64 

2 

0.13 

0.25 

10 

0.07 

0. 13 

12 

0.01 

0.01 

33 

3.02 

3.28 

13 

2.18 

3.00 

36 

1.24 

1.4(1 

22 

4.45 

5.00 

5 

0.23 

0.43 

269 

9.86 

11.56 

8 

0.10 

0.12 

44 

0.34 

0.44 

37 

2.16 

3.20 

21 

1,55 

2.30 

29 

1.08 

1 K 

46 

1.78 

2.73 

17 

O.SO 

0.4a 

33 

0.36 

0.44 

25 

0.26 

0.60 

28 

0.31 

0.43 

10 

0.19 

0.30 

10 

0.17 

0.30 

2 

0.03 

0.08 

7 

0.28 

0.36 



0.50 

7335 

768.54 

997.48 


Sanctioned budget estimate inclusive of additional taxation imposed during the year. 











CHAPTER 14 


SIMPLIFIED PROCEDURE FOR SMALL 

BASED 

In an earlier chapter, we referred to small 
units and to the administrative problems which 
they pose. Small units predominate in certain 
excisable commodities. The number of such 
commodities has been on the increase in conse¬ 
quence of the widening coverage of excise 
levies. The problem has been rendered even 
more complex by the numerous categories of 
exemptions, based on diverse criteria of eligi¬ 
bility, built into the duty structure. 

2. For the purpose of fiscal concessions under 
excise, small units have been variously defined 
or identified. In the case of certain commodi¬ 
ties like chinaware and glassware, duty exemp¬ 
tions are related to the number of workers; 
there are instances such as footwear where the 
criterion adopted is the number of workers or 
the total equivalent of power used in the 
process of manufacture; for wireless receiving 
sets and wires and cables, differential rates of 
duty are extended to industrial units in which 
the capital investment on plant and machinery 
on the date of initial installation is not more 
than Rs. 7.5 lakhs; in several commodities duty 
concessions are based on the quantum of exci 
sable goods produced or cleared for home 
consumption as in the case of paints and 
varnishes, internal combustion engines, electric 
motors and confectionery; while in yet others 
they are related to the value of production or 
clearances. Within each set of criteria, again, 
the position differs from commodity to commo 
dity. For example, to qualify for total exemp¬ 
tion, a factory producing glass and glassware 
should not have employed more than five 
workers on any day of the preceding twelve 
months, whereas the corresponding limits for 
chinaware and footwear are fifteen and forty 
nine workers respectively. Apart from the fact 
that limits of production and clearances, with 
reference to which the eligibility for duty relief 
or concession is determined, are different for 
different commodities, such limits themselves 
are related to different periods. Thus, while 
it is the actual performance of the producing 
unit on which eligibility for exemption rests, 
such performance is related in some instances 
to the preceding financial year, in others to 
the preceding twelve months, in yet others to 
anv of the preceding twelve months and, final¬ 
ly in certain cases to the current financial year. 


3. Compounded lew schemes—which are 
special procedures in which the levy is related 
mostly to the equipment employed—have as 
one of their main objectives the reduction of 


UNITS: COMPOUNDED LEVY/CLEARANCE 
CONTROL 

ihe administrative burden of controlling a 
large number of small units. At the same 
time the duty incidence implied in these sche 
mes is appreciably, often substantially, smaller 
than that of units working under the normal 
procedures. Thus compounded levy is oi 
ought to be a distinct advantage to the small 
sector. Nevertheless, a curious fact has been 
brought to our notice: a fact which has also 
been taken note of by the Public Accounts 
Committee. In spite of all the favourable fea¬ 
tures of compounded levy, including a much 
simple: procedure and substantially lower rates 
than under the normal system, the fact remains 
that many small units have not opted for the 
compounded levy scheme. It would seem legiti¬ 
mate to infer that duty under the normal 
procedure can be readily evaded by such units, 
and that it is more attractive to evade the nor¬ 
ma! duty than to pay the small duty due under 
compunded levy. 

4. While there is need for concessions in 
favour of the small sector, the existing schemes 
fail in many wavs to subserve the objectives 
underlying them. We have already referred 
briefly to the grounds on which these schemes 
have 'been assailed from time to time. We are 
in broad agreement with the criticism levelled, 
more particularly in relation to widespread 
subterfuges, such as pseudo-fragmentation and 
falsification of records which result in the con¬ 
cessions being substantially enjoyed by the 
bigger people in the name of smaller ones. 
Moreover, the criteria are often such as to be 
powerful disincentives to production above a 
particular level and direct incentives to suppres¬ 
sion of facts and dishonesty. Where the latter 
factors are concerned, both physical evasion 
ibrough clandestine clearances and suppression 
of production through documentary manipula¬ 
tion are facilitated by the slackening of super¬ 
vision under SRP. This has taken place in 
two wavs. First, in terms of distance, super¬ 
vision has been withdrawn to points far removed 
from the areas of production. Second, in 
terms of frequency, supervision is confined to 
specific occasions and points of time, often 
divided from one another by long intervals. 
I he administration of exemptions has become 
even more complicated in these circumstances. 
The need for simplification is imperative. We 
believe that this can be achieved: (i) by 
dentifving that part of the small sector-—to 
one specifically characterised by complicated 
exemptions—which presents these problems 
in special degree, and (ii) by devising for the 
segment of the small sector so identified, in 
place of the existing plethora of exemptions. 
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an appropriate procedure of duty relief. This 
procedure may take the form of either straight 
exemptions and/or introduction of lower rate 
of duty than that applicable to the rest of 
commodity concerned. In either case, the 
numerous criteria and refinements built into 
the present scheme would be considerably re¬ 
duced. We elaborate our suggestions in the 
succeeding paragraphs. 

5. In regard to identification of the rele¬ 
vant segment of the small sector, we realise 
that for excise purposes no single uniform cri¬ 
terion can adequately cover the various purposes 
sought to be achieved by the present schemes. 
The definition of small scale industry adopted 
in 1966, for purposes of industrial policy, wnidi 
covers all industrial units with a capital in¬ 
vestment of not more than Rs. 7.5 lakhs, is 
in our view unsatisfactory. This definition 
was conceived for an entirely different pur¬ 
pose and in quite a few cases such units are 
capable of producing excisable goods of subs¬ 
tantial value and of a class on which no duty 
concession as such would be merited. The 
criteria of installed capacity and number of 
workers employed also present variables which 
can lead to several distortions. It would be 
more appropriate if, for commodities which 
have a relatively large number of small pro¬ 
ducers—and in which the composition of the 
industry or the duty structure or other rele¬ 
vant considerations do not militate against 
such classification—the duty paying units are 
classified on the basis of their value of produc¬ 
tion. An appropriate “cut-off” point could 
then be fixed either for all the commodities 
concerned or individually for each commodity 
or group of commodities. All producing units 
tx:low the cut-off point should be considered 
small for this purpose and brought under a 
simplified form of control. 

6. Table (1) appended to this Chapter sets 
out the commodities identified by us in terms 
of our general thinking as outlined in the pre¬ 
ceding paragraphs, the possible basis of cate¬ 
gorisation for units producing these commodi¬ 
ties and the broad implications in terms of num- 
l>ers and revenue of the simplified procedure 
contemplated by us for such units. This table 
is based on Table (2) appended to Chapter 7, 
which in turn is based on data relating to fac¬ 
tories producing excisable goods in terms of re 
venue realised during 1971-72. The duty pay¬ 
ing units have been listed in column 3 of the 
table in terms of revenue slabs, viz., (a) less 
than Rs. 25,000, (b) between Rs. 25,000 and 
Rs. 50,000 and (c) between Rs. 50,000 and Rs. 
1,00,000, (d) over Rs. one lakh and (e) the 
total. The present approximate duty inci¬ 
dence expressed as a percentage in column 4, 
while column 5, gives the value of clearances 
or cut off point for each of the three revenue 
slabs, i.e. (a), (b) and (c) shown in column 3, 
based on the average duty revenue as also the 
maximum revenue of each slab. In column 


6, the number of units likely to be within the 
cut off levels indicated in column 5 ori the 
basis of average duty revenue of each slab has 
been estimated on certain broad assumptions 
about the relative proportion of units yielding 
less or more than the average duty revenue of 
each slab. The supporting table (2) shows 
the number of units which, it is estimated, 
could be covered by the scheme of simplified 
control on the basis of data for 1971-72, in 
terms of the cut-off level indicated in the last 
column. Here we should like to point out 
that the data presented by these tables are only 
a very broad indication of the magnitudes in¬ 
volved, and should not be taken to represent an 
exact or a near exact analysis of the situation 
as it now obtains. This is so firstly because 
it is based on figures for a past year some¬ 
what removed from the present and secondly 
because in the absence of data regarding each 
individual duty paying unit, certain assump¬ 
tions have had to be made about relating 
the number of units to different cut off levels. 
Subject to these reservations, the two tables 
provide a reasonable basis for a working 
analysis. 


7. It may be noted here that those power 
loom units which produce cotton fabrics and 
in which not more than 49 power looms are 
installed are covered by the special proce 
dure under Rule 96J of the Central Excise 
Rules. This procedure, in our view, is simple 
and has been working satisfactorily. We 
have accordingly kept this category of power 
looms out of the scope of the scheme visua 
lised by us. 


8. The cut off levels indicated tor each com¬ 
modity in the last column in table (2), range 
generally between Rs. four and six lakhs. We 
are of the view that, having regard to the re¬ 
sults thrown up by this analysis, it would b< 
simpler and more appropriate to adopt a single 
cut off stage of Rs. 5 lakhs in respect of all 
the commodities listed instead of a separate cut 
off level for each commodity or a group of 
commodities. We also think that in the overall 
context the adoption of the cut off point of 
Rs. 5 lakhs would not make more than a mar¬ 
ginal difference to the statistical data derived 
from this analysis. 

9. The sub joined table illustrates the posi 
tion of units proposed to be covered by the 
scheme of simplified procedure vis-a-vis the 
total number of units covered by the commodi¬ 
ties in question and by all excisable commodi¬ 
ties— 
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No. Revenue 
unit* yielded 
during 
1961—72 
(Rs. crores) 


(0 

AH excisable commodities exclud¬ 
ing unmanufactured tobacco and 
powerlooms under special pro¬ 
cedure) 

24193 

2007.90 

Cii) 

Excisable commodities of which 
the small sector is proposed to be 
covered hy the scheme of simpli¬ 
fied procedure. 

18367 

408-96 

(iii) 

Small sector proposed to be cove¬ 
red by the simplified procedure 

13962 

11.79 

(iv) 

(iii) as a per centage of (i) 

37.7! 

0.59 

(v) 

(iii) as a per centage of (ii) 

73.19 

2.86 


10. The essential features of the scheme of 
simplified procedure may now be stated. 


11. The scheme will apply to such commo¬ 
dities as are notified. The commodities iden¬ 
tified bv the Committee in this behalf are 
indicated in tables (1) and (2). The list can 
be modified if necessary. Where a number 
of commodities or goods are covered by a single 
item of the tariff, all such commodities or 
goods will normally be treated as one com¬ 
modity for the purpose of this scheme. 

12. A cut off point or level of the value of 
pi oduction will be notified for the purpose of 
determining a producer's eligibility for the 
scheme. All units whose value of production 
falls below' the notified cut off point will be 
considered as entitled to the simplified proce¬ 
dure. As already said we are of the view 
that, initially at any rate, the cut off level may 
be fixed at Rs. 5 lakh* for all notified commo¬ 
dities. 

13. In respect of existing procedures, the 
value of production for the three preceding 
financial years will be worked out. The ave¬ 
rage value of production for the three years 
or ’ the value of production of the last year, 
whichever is higher will be treated as the value 
ol production for the purpose of determining 
a producer’s eligibility for the scheme. 

14. Where an existing unit has not been in 
production for a full period of three years, its 
average annual production will be determined 
on the basis of the period for which it has been 
in production during the preceding three years, 
subject to such further instructions as may be 
issued by the Department in this behalf. 

15. Where for any reason an existing unit 
has not been in production during the preced¬ 
ing three years or W'here its production during 
the three preceding years has been for so that 
short a spell that it would be unreasonable to 


fix its eligibility for the scheme or prospective 
duty liability on that basis, the unit concerned 
will be treated as a new unit for the purpose of 
this scheme. 

16. Wc arc of the view that all existing 
schemes of duty exemption applicable to the 
small sector, based on value or quantity of pro¬ 
duction or clearances or any other factor should 
cease to operate after the promulgation of the 
scheme, except to the extent wc shall presently 
indicate. T!rcv will be replaced by a single 
effective rate of duty applicable to the entitled 
sector of each such commodity having regard 
to the average dutv incidence borne by the 
entitled sector, the extent of fiscal concession 
warranted and such other factors as may be 
relevant. The effective duty rates so fixed 
will be duly notified. They will be appre¬ 
ciably lower than the normal rates. 

IT. The duty liabilitv of a producer covered' 
b\ the scheme of simplified procedure will be 
related to the average value or quantum or 
dutv-paid clearances during the preceding three 
financial years or the last year whichever is 
higher. The liability of each such unit will 
then be worked out in terms of the existing 
tariff structure (including duty exemptions 
where admissible and to the extent admissible) 
and also cm the basis of the effective rate of 
duty notified by the Government for such pro 
ducevs. The lower of the two quantums so 
worked out would be treated as his prospective 
annual liability. 

18. The liability arrived at in terms of para 
IT above would be treated as his annual lia¬ 
bilitv for the three succeeding years: it will be 
realised in equal monthly instalments payable 
bv him in advance before the commencement 
of each month, in such ‘ manner as may be 
prescribed bv the department. Each three-year 
period for which duty liability is fixed on a 
prospective basis will be treated as a single 
bloc. 

19. The prospective liabilitv so fixed wall 
not be altered unless there is a change in the 
effective duty incidence applicable to the com¬ 
modity concerned, in which case the liability 
fixed would be suitably adjusted to take into 
account the change made. No extra liability 
would be atracted for exceeding the cut off 
point or value of production notified in any of 
the three years for which liability is fixed, nor 
would any abatement of duty be allowed for 
any temporary breakdowns/or cessation of 
work. But where a unit closes down or goes 
out of production altogether, its duty liability 
would cease from the month following that in 
which the closure takes place. 

20. The case of each unit working under 
the scheme of simplified control would come in 
for review sometime before the close of the three 
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years bloc for which its duty liability in terms 
of the scheme is fixed and if, on the basis of 
its performance for the period for which it has 
been working under the simplified procedure 
(expressed as average annual production or 
production for the immediately preceding twelve 
months—whichever is higher), it is still eligible 
for continuance under the scheme of simplified 
control, its duty liability for the next- three-pear 
bloc will be-fixed-by applying to its clearances 
the effective rate of duty applicable to producers 
covered bv the scheme of simplified procedure. 

21. If a new unit, i.e. a unit which is not 
licensed bv the department for production of 
notified commodities at the time of the pro¬ 
mulgation of the scheme, intends to avail itself 
of the scheme it will be required to submit 
a declaration of the level of production ex¬ 
pected to be achieved by it in the first year. 
The declaration given will be scrutinised by 
the department and if, having regard to the 
plant and machinery installed and other rele¬ 
vant factors, the department is satisfied that 
the declaration given by the unit is reason¬ 
ably correct and the level of production indi¬ 
cated in the declaration falls within the noti¬ 
fied cut off point, the unit concerned wall be 
registered as a unit entitled to avail itself of 
the simplified procedure, on completion of one 
year of working, provided its actual produc¬ 
tion during that one year does not exceed the 
notified cut off point. 

22. During the fiist year of their working, 
the operations of all new units tvould be regul¬ 
ated by the system of physical control, in that 
their working would be actively supervised by 
the department and all clearances and removals 
would be subject to physical control as in the 
system obtaining prior to the introduction of 
S.R.P. They would be subject to duty at the 
effective rate notified by Government for units 
covered by the scheme of simplified control, 
except in so far as units manufacturing com¬ 
modities indicated later in paragraph 26 are 
concerned. The duty liability of such units 
would be determined in accordance with the 
principle enunciated in that paragraph. 

23. On completion of one year all new units 
ivhdse production during that year does not 
exceed the notified cut off point will be brought 
under the scheme of simplified control, for the 
remaining period of the three year bloc. Their 
prospective duty liability -would be determin¬ 
ed on the basis of the effective duty rates in 
force at the time. No duty exemption or pre¬ 
ference will be admissible to them since all 
such exemptions and preferences will have 
been discontinued, except in so far as units 
manufacturing commodities indicated later in 
paragraph 26 are concerned. The duty liabi¬ 
lity of such units will be determined in accor¬ 
dance with the principle enunciated in that 
paragraph. 


24. Where a unit whose declaration about 
the expected level of production has been 
accepted by the department exceeds the level 
declared by it, will be subject to duty at the 
effective rates in force at the time of produc¬ 
tion in excess of the cut off point. Tire opera¬ 
tions of such units will thereafter be regulat¬ 
ed by the normal procedure, but before com¬ 
pletion of the three-year bloc their cases may 
Ire reviewed, on request, for the purpose of 
determining their eligibility for simplified 
procedure in respect of the next three-year 
bloc. 

25. Where the declaration furnished by a 
new unit is not accepted by Department, i.e., 
the value of production is estimated to exceed 
the notified cut off point, the unit concerned 
will work under the normal procedure appli 
cable to the commodity concerned. No refund 
of duty paid will, however, be admissible to it 
if its production during the first year of its 
working falls short of the notified cut off point. 
It will, however, be entitled to avail itself of 
the scheme of simplified procedure for the 
remaining part of the three-year bloc in the 
same way as other new units. 

26. One important point, however, remains 
to be considered. In the scheme of things out¬ 
lined above, some of the new units are likely 
to be placed at a disadvantage vis-a-vis the 
existing units. This is because the prospective 
duty liability of the existing units would be 
determined after taking into account the pre¬ 
vailing schemes of duty exemptions. The new 
units, it is true, would have a lower effective 
rate of duty than would normally apply. But 
such lower rate might not serve fully to neutra¬ 
lise the effect of the withdrawal of exemptions. 
In that sense, they might be in a slightly dis¬ 
advantageous position compared with the older 
units or with the existing situation. Some of 
the commodities covered by the list identified 
for the simplified procedure, which are at the 
same time subject to such exemptions are: 
confectionery, prepared or preserved foods, 
food products, paints and varnishes, cosmetics 
and toilet preparations, acids, paper, mosaic 
tiles, internal combustion engines, electric 
motors, power driven pumps, motor vehicle 
parts, steel furniture, metal containers etc. 
Though the monetary value of concession 
afforded by existing schemes of exemptions 
varies from commodity to commodity, we con 
sider that the purpose in view would be served 
if small units producing these commodities and 
considered eligible for the simplified procedure 
are entitled to an ad-hoc duty exemption upto 
clearances of Rs. 1.0 lakh for the purpose of 
their duty liability in the first and subsequent 
years subject to their remaining eligible for 
the simplified procedure during this period. 
All clearances in excess of Rs. 1.0 lakh would 
attract duty at the effective (lower) rate notifi¬ 
ed by Government. 
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27. In brief, what we contemplate is a re¬ 
placement of existing schemes of exemptions 
designed for the small sector by a flat lower 
rate of duty, together with a uniform level of 
exemption for certain commodities. The only 
exception is in respect of the administration of 
the prospective dutv liability of certain units, 
both old and new, for the first three-year bloc. 
But here to the procedure ensures that the 
effect of existing exemptions is duly taken into 
account. 

28. In addition to exemptions of the type 
mentioned there are several exemptions such as 
those related to (i) captive consumption, (ii) 
end use, (iii) use of duty paid raw matciuds and 
intermediates, and (iv) exports. We expect that 
ordinarily the need to invoke these exemptions 
will not arise so far as units covered by the 
scheme of simplified procedure are concerned. 
But, where it does, we are confident that sui¬ 
table expedients can be devised to take care of 
such exemptions without detracting from the 
merits of the scheme in the matter of its sim¬ 
plicity and other features. For example, exemp¬ 
tions related to captive consumption need not 
pose any problem since the value of such goods 
will not form part of the value of duty paid 
clearances for the present purpose. 

29. Where a unit produces more than one 
commodity on the same premises its entide- 
ment to the simplified procedure should nor¬ 
mally be adjudged with reference to the value 
of production of each individual commodity, 
but where the Department considers that it 
would not be desirable to treat such a unit as 
small unit, its operations may be regulated in 
terms of the pattern of control considered 
appropriate. 

30. There are goods which are excisable 
but which have been totally exempted from 
duty. We would recommend that such goods 
too should be covered by the scheme of simpli¬ 
fied procedure irrespective of the value of 
goods produced or cleared, subject, of course, 
to the difference that the duty liability in res¬ 
pect of such goods would continue to be nil. 
liketvi.se, producers of such goods as ready¬ 
made garments and nuts, bolts and screws 
whose clearances upto Rs. five lakhs (i.e., to 
the full extent of the value recommended by 
us), are already exempt from duty, should 
also lie brought within the purview of the 
scheme. At present control on such units 
is practically non-existent. Nor is reliable 
data available regarding their production. 
We trust that bringing them w'ithin the pur¬ 
view of the simplified procedure would serve 
useful statistical and administrative purposes. 

31. We are of the view that the working of 
the Simplified Procedure as a whole should 
be reviewed well before the close of the second 
three-year bloc. We accordingly recommend 


that steps for such a review' be initiated not 
later than 5 years from the introduction of 
the Simplified Procedure. Such a review 
would, among other things, help in deciding 
on the scope and possibility of further simpli¬ 
fication and rationalisation of the structure of 
tariff and exemptions, especially in its bearing 
on the small sector. 

32. We have been advised that, like the 
compounded levy schemes, the simplified 
procedure recommended by us cannot be in¬ 
troduced on a compulsory basis. As al¬ 
ready stated in chapter 11 the form of control 
considered proper or appropriate by us for 
such units is the Clearance Based Control 
(CBC). We set out the broad details of 
this pattern of control in the concluding para¬ 
graphs of this Chapter. It is after taking into 
cousidqration the administrative difficulties 
involved in placing under CBC a large num¬ 
ber of small units with a low revenue poten¬ 
tial and the desirability of freeing such units 
from procedural and other formalities, that 
tee have recommended the alternative of Sim¬ 
plified Procedure in the hope that all eligible 
units would readily opt for it. 

3". Ihe simplified scheme is designed to 
achieve a substantial measure of reform in 
the matter of levy and collection of Central 
Excise duties, so far as producer in the small 
sector are concerned. It is expected to pro¬ 
vide an incentive for growth, reduce the area 
of friction between tht department and the 
assessces, and bring about a diminution of the 
administrative burden. It will be neces¬ 
sary, therefore, to eliminate, for the class of 
producers covered by the scheme, all proce¬ 
dural formalities other than those connected 
directly with or having a bearing on deter¬ 
mination of their continued eligibility. They 
may thus be required to maintain only a sim¬ 
ple dav to day record of production and clear¬ 
ances, both in terms of value and quantity 
take clearances on simplified gate passes and 
submit a monthly or quarterly return. Ordinari¬ 
ly, it would not be necessary for the department 
to pay frequent visit to such units or to sub¬ 
mit the accounts maintained by them to meti¬ 
culous scrutiny. Where, however, a unit is sus¬ 
pected of suppressing its production, the depart¬ 
ment should be able to take suitable remedial 
measures. 

34. As already stated, a lessening of the ad¬ 
ministrative burden is also expected, even 
though the scheme would place on the depart¬ 
ment additional responsibility of an entirely 
different character. It is hoped that such resour¬ 
ces in the form of personnel as are released 
by the adoption of the simplified procedure 
would be utilised to better advantage and for 
more effective control on the remaining sectors 
and units which have a much higher revenue 
potential. We deal with this important as¬ 
pect in the Volume on Organisation. 
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?•'>. We now turn to Clearance Based Con¬ 
trol (CBC) which is the pattern we recommend 
for such small units in the small sector as 
mat decide not to opt for the alternative of 
compounded levy under the Simplified Pro¬ 
cedure. The facts which we have brought 
out concerning the prevalence of evasion in 
this sector constitute, in our view, sufficient 
justification for a form of control which as 
compared with ABC and PBC, is farthest from 
the existing pattern of Self Removal Proce¬ 
dure. 

36. Broadly, the CBC pattern would corres¬ 
pond to the old physical control, including phy¬ 
sical supervision of each individual clear¬ 
ance and countersignature of the gate pass, 
though we would not go so far as to suggest 
that excise staff must be posted to each such 
unit or that anything like the old physical 
control which was at one time enforced in 
the case of match factories should be re¬ 
introduced for these units. In our view the 
salient features of CBC should be as follows: — 

(a) For every clearance required by him, 
an assessor should be required to pre 
sent an application in Form A.R. 1 
in advance of the intended removal of 
goods. 

(b) Each individual clearance should be 
physically supervised bv a central ex¬ 


cise officer and the gate pass under 
which goods are delivered should be 
countersigned by him before goods are 
permitted to be removed. 

(c) All deliveries of goods by such units 
should be regulated as provided for 
under Rule 224 of the Central Excise 
Rules, i.e., deliveries will not be effect¬ 
ed before six O’clock in the forenoon 
or after six O’clock in the afternoon, 
nor at any hour on Sundays and public 
holidays except as provided for in the 
concerned rules. 

(d) Apart from visits paid exclusively for 
granting clearance, the working of such 
units should be subject to close and 
continuous attention and their accounts 
checked with adequate frequency. 

37. In view of the fact that such units would 
coexist with units operating under the sim¬ 
plified procedure, and in many cases in the 
same area, there would be a risk of clandestine 
removal of goods produced by such units with¬ 
out compliance with the procedural forma¬ 
lities outlined in the preceding paragraph, in 
the garb of goods produced by the compound¬ 
ed levy units. It would accordingly be neces 
sarv to provide for effective preventive surveil¬ 
lance on such units. 
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Taui.k 2 


Simplified Procedure contemplated for Small units — number of units likely to be covered on the basis of cut off points indicated against each commodity 

(Based on Data on duty paying units for 1971-72) 

SI. 

No. of units 

Revenue 

Cut off 

Revenue 

No* Commodity 

likely to 
be covered 

1971-72 
(Rs. lakhs) 

ooint 

(Rs. lakhs) 

1973-74 
(S.B.E.)* 
(Rs. lakhs) 

1 2 

3 

4 

5 

6 

1* Khandsari sugar ...... 

1182 

91.37 

5.00 

98.94 

2. Confectionery ..... 

104 

0.98 

6.25 

1.24 

3. Prepared or Preserved Foods .... 

330 

37.92 

5.00 

40.95 

4. Food Products ...... 

87 

7.50 

5.00 

9.12 

5. Tea ........ 

1,047 

84.14 

4.00 

107.00 

G. V.N.F.. Oils. 

29 

2.78 

3.83 

2.94 

7. Paints & Varnishes ..... 

882 

75.82 

5.10 

108.46 

o. Sodium Silicate ...... 

228 

57.46 

4.67 

61.15 

9. Synthetic Organic dyestuffs .... 

116 

18.34 

5.40 

31.42 

10. Synthetic Organic Products .... 

27 

•1.75 

5.00 

6.76 

11. Patent or Proprietary Medicines 

643 

43.44 

5.29 

52.90 

12. Cosmetics & Toilet Preparations 

376 

25.07 

4.16 

30.31 

13. Acids. 

60 

3.67 

5.00 

4.78 

14. Soap ........ 

MagraSSfia 29 

5.17 

5.25 

5.72 

15. Organic Surlace Active Agents 


3.91 

5.00 

5.82 

1G. Rubber Products ...... 

224 

38.61 

4.55 

52.76 

17. Plywood ....... 

. . 217 

25.23 

4.04 

39.90 

18. Paper ........ 

328 

63.14 

4.21 

89.02 

19. Cotton Yarn ....... 

908 

21.13 

6.25 

23.00 

20. Woollen Yarn ...... 

‘ 'iS* 8,i 

14.63 

4.56 

14.00 

21. Cotton Fabrics (other than S. P. Powerlooms' 

"tC \ T, 449 

49.46 

6.25 

53.84 

22. Woollen Fabrics ...... 

. 98 

17.89 

4.76 

21.66 

23. Art Silk Fabrics ...... 

238 

15.52 

5.00 

26.11 

24. Ready-made Garments ..... 

30 

2.09 

5.00 

3.92 

25. Glass & Glassware ...... 

120 

25.88 

5.36 

31.57 

2b. China ware & Porcelain ware .... 

118 

26.44 

4.96 

41.75 

27. Asbestos Cement Products .... 

109 

9.26 

5.00 

11.98 

28. Mosaic Tiles ....... 

292 

22.30 

5.00 

39.78 

29. Copper & Copper Alloys .... 

352 

67.63 

6.08 

104.86 

30. I. C. Engines ...... 

412 

10.35 

5.20 

12.38 

31. Electric Motors ...... 

.480 

67.82 

4.89 

115.64 

32. Power Driven Pumps ..... 

172 

2.77 

5.00 

92.76 

33. Electric Batteries ...... 

297 

12.75 

5.26 

17.36 

34. Electric Bulbs ...... 

308 

21.30 

5.88 

25.32 

35. Electric Fans ...... 

240 

14.65 

5.56 

16.34 

36. Wireless Receiving Sets .... 

623 

8.86 

5.92 

12.27 

37. Wires and Gables ..... 

490 

29.64 

5.95 

36.90 

38. Domestic Electrical Appliances 

165 

11.24 

5.00 

34.05 

39. Office Machines ...... 

113 

8.02 

5.00 

9.35 










Table : 2—Contd • 


1 2 

40. Motor Vehicles (other th°n main producers) 

41. Motor Vehicle ParU .... 

42. Cinematograph Projectors 

43. Steel Furniture ..... 

44. Metal containers not elsewhere specified 

45. Slotted Angles and Chanels 

46. Bolts, Nuts & Screws 

47. Electric I nsi lating Tapes 

48. Adhesive Tapes ..... 


3 

4 

5 

G 

294 

21.50 

5.64 

24.61 

81 

9.18 

5.00 

33.92 

19 

1.72 

5.00 

2.95 

548 

28.98 

5.88 

31.51 

318 

46.32 

5.00 

54.14 

25 

1 .-17 

5.00 

1.9? 

443 

8.63 

5.00 

13.19 

40 

5.33 

5.00 

13.44 

40 

’ 6.68 

5.00 

8.47 

13,962 

1,178.74 


1,678.12 


Sanctioned budget estimate inclusive of additional taxation imposed dtiling the year. 







CHAPTER 15 


CLASSIFICATION AND VALUATION 


Classification 

Wc have indicated in an earlier chapter that 
the classification of goods and the procedure 
for Lite settlement of classification disputes 
constitute one of the principal areas of friction 
between the producer and the Department. The 
relevant provisions are to the following 
effect:— 

(i) A producer shall submit a classifica¬ 
tion list in respect of all excisable 
goods produced by him, and shall not 
remove such goods from the place of 
production until the classification list 
has been approved by the proper 
officer with such modifications as the 
latter mav consider appropriate. 

(ii) Jl a producer disputes the classifica¬ 
tion approved by the proper officer in 
respect of any goods, he may, titter 
giving an intimation to that effect to 
such officer, either pay dirty under pro¬ 
test at the rate of duty approved bv 
such officer or, after obtaining ap¬ 
proval of the proper officer to that 
effect, avail himself of the procedure 
for provisional assessment of goods. 

(iii) In respect of the decision so disputed 
by the producer it is open to him (o 
file an appeal to the appropriate ap¬ 
pellate authority. 

2. The “proper officer” for approval of 
classification lists is the Assistant Collector. 
Departmental instructions issued on the sub¬ 
ject provide that "the Assistant Collector may, 
however, authorise the Range Superintendent 
to exercise this function in respect of com¬ 
modities assessable at a single rate of tariff 
such as cement, soda ash, glycerine, acids, 
cycle parts, etc.” lit the exercise of litis func¬ 
tion, to the extent: it is entrusted to him, the 
Range Superintendent is supposed to be act¬ 
ing on behalf of the Assistant Collector and 
“where he entertains any doubt and/or does 
not agree with, the classification of the com¬ 
modity as claimed by the assessee in the classi¬ 
fication list, the case should be referred to the 
Assistant Collector who will record his deci¬ 
sion after making such inquiries as he deems 
necessary. The instructions further provide 
that “where the Assistant Collector feels a 
doubt regarding classification (and valuation) 
and is not in a position to make up his mind 
on account of the points advanced by an 
assessee, he should not hesitate to refer the 
matter to the Collector’ 1 , and that “ordinarily 
the reference from the Assistant Collector 
needing a clarification or advice should be 


couched in general terms rather than being a 
pointed reference to a particular case”. In all 
such cases, the Collector is expected to exa¬ 
mine the reference and may issue general 
instructions in the form of advice and circulate 
the same to the other Assistant Collectors in 
his charge. The instructions go on to say 
that where “in any particular case—which 
would Ire exceptional-—it is not possible 
for the Assistant Collector to make a refer¬ 
ence in general terms there may be no 
alternative for him but to make a specific 
rcierence”, and that “in such a case the 
Collector trill himself consider the specific 
reference and convey the decision which will 
Ire deemed to be the decision of the Collector 
himself’'. Deputy Collectors tire also expect¬ 
ed to devote more time and attention to such 
important matters its ’classification* and 
‘valuation’ though the precise area of the dis¬ 
charge of this function by Deputy Collectors 
docs not appear to have been defined. 

3. Classification decisions taken by Assistant 
Collectors arc appealable to the Appellate 
Collec tors of Central Excise, while appeals 
against the decisions of Collectors lie to the 
Cent nil Hoard of Excise and Customs. 

■1. We have referred to the very widespread 
complaint concerning delays in approval of 
classification lists and the considerable incon¬ 
venience and uncertainty thereby caused. 
There are many reasons why the present pro¬ 
cedures do not ensure expedition and smooth¬ 
ness of working. No time limit for approval 
of classification lists is stipulated. It is true 
that, pending approval, resort may be had to 
provisional assessment. But provisional assess¬ 
ment must itself have a term since, while enabl¬ 
ing clearance, it prolongs the uncertainty in res¬ 
pect of tax liability and, depending on how 
this is finally fixed, involves meanwhile the 
possibility of the consumer being overcharged 
or the producer having to pay out of his own 
pocket. At the same time, the instructions 
which wc have cited regarding the hierarchical 
levels at which decisions cm classification maybe 
taken are hedged round in such a way that, far 
from encouraging clear cut decisions at each 
level, they may be said to encourage an up¬ 
ward passing on of responsibility at every 
suitable opportunity. In the matter of settle¬ 
ment of disputes also, the present procedure 
(which has been in vogue since January, 1972 
when the institution of Appellate Collectors 
was created) has in many ways tended to 
aggravate the situation both from the point of 
view of the assessee and the Department. We 
have elsewhere referred to the very large 
increase in the number of provisional assess- 
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mcnts as well as of pendencies in appeals. 
Apart from the delays, there is the considera¬ 
tion that the Appellate Collector whose juris¬ 
diction extends to several Collectorates may 
understandably not be familiar with local 
practices and problems of a significant charac¬ 
ter which often vary from one area to ano¬ 
ther. Moreover* though the Appellate Collec¬ 
tor is expected to, and does, proceed on 
circuit to different parts of his jurisdiction to 
hear appeals, the procedure itself is not the 
best possible from the point of view of ensur¬ 
ing tlie least delay, inconvenience and expense 
to the assessee Having regard to all these 
considerations, we feel that there is need for 
considerable improvement in the present posi¬ 
tion in regard f o both approval of classifica¬ 
tion lists and settlement of classification 
disputes. Our recommendations in this behalf 
are set out in the succeeding paragraphs. 

5. Immediately on submission of a classi¬ 
fication list, an assessee should have the option 
to take clearance of his goods on a provi¬ 
sional basis, i.e , he should he free to remove 
his goods on determination and pavrnent by 
him of the duty liability on the basis of the 
classification indicated bv him. This should 
be subject to only one reservation. There are 
cases in which assessees pass on the duty bur¬ 
den at the higher rate 10 the distributing 
channels, but nevertheless claim assessment at 
the lower rate on the basis of provisional 
assessment. In such rases, the facility of pro¬ 
visional assessments should not lie available. 

(i. The classification list should be required 
to he approved by the proper officer within 
the stipulated period. While we recognise 
that in certain cases approval of classification 
lists may he subject to delays in circumstances 
which are beyond the proper officer’s control, 
we do not see any justification for keeping 
such approval open for an indefinite length 
of time. The Government can provide for 
such contingencies bv prescribing two or more 
stipulated periods for two or more sets of 
circumstances. The stipulated period should 
ordinarily be a matter of davs and in no case 
more than three months. 

7. If the classification list is not approved 
within the period stipulated, the assessee should 
he free to assume that the classification indi¬ 
cated bv him is ipso-facto approved and all 
clearances taken by him on the basis of that 
classification trill cease to he treated as provi¬ 
sional. 

8. If the classification list is approved within 
the stipulated period, it should operate in 
respect of all provisional clearances already 
taken since the submission of the classification 
list and all clearances taken thereafter until 
such time as the classification is revised in 
accordance with the law. In other words all 
provisional clearances already taken will be 
finalised on the basis of the approved list. 


9. If an assessee chooses to dispute the 
classification approved by the proper officer, 
he may be given the option to pay duty either 
under protest on the basis of the classifica¬ 
tion approved by the proper officer or provi¬ 
sionally on the basis of classification indicated 
by him in the classification list, subject again 
to the reservation made by us in para 5, pro¬ 
vided that the latter option will be available 
to him only for the period of appeal prescrib¬ 
ed under the law. If he fails to prefer an 
appeal within the stipulated period, the faci¬ 
lity of provisional assessment will cease to 
operate and all clearances already taken on 
the basis of provisional assessment will be 
finalised on the basis of classification approved 
by the proper officer. Likewise, the facility of 
provisional assessment will cease to operate as 
soon as he has filed an appeal. This will of 
course he without prejudice to such orders as 
niav he passed by a competent authority 
regarding stay of recovery of differential duty 
in respect of clearances already taken or in the 
matter of prospective assessments. 

10. The present law regarding recovery of 
duties or charges short-levied provides that, 
whenever such short levies or charges are due 
to inadvertence, error, collusion or miscon¬ 
struction on the part of an officer or through 
mistatement as to the quantity, description or 
value of such goods on the part of the owner 
etc., they can be recovered within twelve 
months from the date on which they were 
paid or adjusted. We find that this provision 
is freelv invoked and even in cases in which 
the proper officer has approved the classifica¬ 
tion list and no mis-statement on the part of 
the owner of the goods is revealed, retrospec¬ 
tive demands arc raised against the assessee in 
terms of the present law. While we agree that 
the tax administration should lie able to 
demand any additional amount of tax which 
it believes is due to Government on the basis 
of information received or developed in the 
course of administrative procedure, we are of 
the view that in this context two situations 
need to be clearly distinguished. Where the 
fact of there having been a short levy is 
primarily due to some deliberate commission 
or omission on the part of the assessee, e.g., 
where the short levy has resulted from mis-state¬ 
ment on his part or from suppression of facts he 
is lawfully obliged to disclose or for any other 
reason for which his responsibility is directly 
attracted—it is clearly to be stipulated that the 
amount short-levied should lie recovered from 
him. Where such commission or omission on 
the part of the assessee amounts to a criminal 
offence, e.g.. fraud or forgery, there would be 
no limitation of time on Government’s right 
to recover the amount due. Where no such 
offence is involved, the right to recover should 
be subject to a period of limitation prescribed 
by Government. Where, however, it is not the 
assessee that is primarily or directly respon¬ 
sible, and the short levies later discovered 
had occurred on account of inadvertence, error 
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or misconstruction on the part of the officer, 
the situation assumes an entirely different 
complexion. The classification list is one, 
which to the best of the assessee’s knowledge 
and belief is correct in all material particulars; 
the Department has after due examination, 
accorded its approval of the classification list; 
and the assessee had marketed his goods at a 
price which takes into account the duty liabi¬ 
lity aproved in such list by the proper officer. 
At a subsequent stage, however, on detection 
of error, or availability of more facts, or thorou¬ 
gh clarification from above, or as the result of a 
formal decision by higher authority, the duty 
liability originally approved happens to be rais¬ 
ed. In such circumstances it would, in our view, 
be untenable to call upon the assessee to bear a 
further duty burden in respect of the goods he 
has already cleared on the basis of the lower 
duty. The tax administration has certainly a 
l ight to change the classification of a product in 
accordance with normal procedure, but where 
this results in enhancing an approved level of 
duty, it should affect only the future clearances 
of the assessee. The enhancement should not 
apply retrospectively except in the circum¬ 
stances we have specified above. 

Valuation 

11. Procedures for submission of price lists 
(as basis of valuation) and for settlement of 
valuation disputes are more or less analogous 
to those laid down for classification lists and 
classification disputes which have been spelt 
out in some detail earlier in this chapter. To 
the extent the broad issues involved arc the 
same, the main recommendations made by us 
in the context of classification would apply to 
valuation also. In particular we should like 
to reiterate that unless it can be shown that a 
short levy resulting from undervaluation of 
goods is attributable directly and primarily to 
the assessee, it should not be open to the 
Department to raise against him a retrospec¬ 
tive liabilitv for such short levy. 

12. In an earlier chapter we have taken note 
of the fact that the law relating to valuation 
has recently been altered by amending legisla¬ 
tion (Act 22 of 1973). even though the new 


provisions have not yet come into force. The 
new law also empowers the Central Govern 
mcnt to make rules to provide, among othei 
things, for determining the nearest ascertain 
able equivalent, of the normal price and to 
define or specify the kinds of trade discount 
to be excluded from value. We are told that 
the relevant rules and detailed instructions 
setting out the manner in which the new law 
and rules will be implemented are expected 
to be issued in the near future. 

13. In the course of the evidence tendered 
before us and in response to our question¬ 
naire, we came across a large body of opinion 
which was highly critical of the administra¬ 
tion of ad valorem duties in terms of the older 
(and still extant) provisions contained in sec¬ 
tion 4 of the Central Excises and Salt Act, 
1911. Some of the difficulties, it was argued, 
arose fiom the fact that excise duties are 
related to production or manufacture of exci¬ 
sable goods, and therefore the value for 
purposes of assessment has to be the value 
qiia-manufariure or qua-production and ■ not 
the value at any subsequent stage or stages. 
This position entailed various problems for 
the industry. Some of the other difficulties 
< ited were concerned with the determination 
of value in respect of goods sold through 
distributors atid involved issues such as ad¬ 
missibility of discounts, equalised freight, and 
post-manufacturing expenses. Yet another set 
of problems was with regard to determination 
of value in respect of goods produced for 
captive consumption, or goods which do not 
bv themselves command a price for a market. 
These and other difficulties have hitherto been 
sought to be covered by departmental instruc¬ 
tions issued from time to time. The new law' 
takes cognisance of some of them. The Rules 
and instructions, yet to be issued, will presum¬ 
ably deal with them in greater detail. 

14. The procedural implications of the new 
legislation, and the bearing thereof on the 
whole question of future organisation have 
to be studied in the light of the rules which 
are to be promulgated. We propose to do so 
in Volume IT when dealing with the relevant 
aspects of organisation. 



CHAPTER 16 

TARIFF AND EXEMPTIONS 


Under our terms of reference, we are not 
directly concerned either with tariff or with 
exemptions. This applies in particular to the 
rates of tariff, as distinguished from its struc¬ 
ture generally with exemptions as part of the 
structure. Individual tariff rates are governed 
by a set of considerations, fiscal and other, 
which, broadly speaking, fall outside the scope 
of our enquiry. Not so the tax structure and 
exemptions which, because of their complexity 
or for other reason have an intimate bearing 
on tax evasion and tax avoidance on the one 
hand, and tax procedure and tax administra¬ 
tion on the other. It is on account of this 
direct relevance to the subject matter of our 
enquiry that we now deal with certain aspects 
of tariff and exemptions not already covered 
in the foregoing chapters. 

2. There is one objective common to all 
taxes and that is to raise revenue. Central 
excise has hitherto fulfilled this aim admir¬ 
ably well. Most taxes have more than one 
objective and central excise is no exception. 
Indeed from time to time it would seem to 
have been expected to serve a veritable multi¬ 
plicity of purposes. There has been a con¬ 
tinual modification of the tariff structure with 
a view to achieving such objectives as (i) growth 
and development of the small sector; (ii) cur¬ 
tailment of consumption, particularly of luxury 
goods; (iii) reduction of imports of non- 
essential items in order to conserve foreign 
exchange for goods essential to economic deve¬ 
lopment; (iv) attainment of equitable alloca¬ 
tion of benefits; (v) conservation of scarce re¬ 
sources; (vi) creation of employment opportu¬ 
nities etc. Partly in connection with some 
of these objectives and partly for other reasons 
it seems to have been considered necessary' to 
introduce recurring degrees of progression into 
the tariff. This has been done by adding 
from time to time to the numerous classifi¬ 
cations and sub-classifications in the tariff it¬ 
self or the large number of exemptions noti¬ 
fied by Government. This has resulted in 
many different modes of levy as well as in the 
wide range of differential rates based on diverse 
criteria. We do not wish to comment on whe¬ 
ther the various objectives of economic deve¬ 
lopment referred to above have been subserved 
by the changes effected in tariff rates and tariff 
structure. But it seems clear that, in this pro¬ 
cess, the maxims of certainty, convenience and 
economy which are essential for sound tax ad¬ 
ministration have been greatly impaired. 

3. So far as the coverage of excise levies is 
concerned, we have felt particularly concern¬ 
ed by the fact that over the years, the tariff 
has been extended to a large number of com¬ 


modities with low revenue yield. Since these 
commodities are produced largely by the small 
sector, the new levies, as already pointed out, 
have posed numerous administrative difficul¬ 
ties. Of the 123 excisable commodities covered 
by the present tariff (including six which are 
completely exempted from duty), there are as 
many as thirty one, each of which yields a 
revenue of Rs. one crore or less. Between 
them, these commodities are expected to yield 
a total revenue of only Rs. 14 crores during 
1973-74. The position is reflected in the table 
appended to this Chapter. We do not have 
data regarding the present number of factories 
producing each of these commodities, but from 
the number of factories in 1971-72 and the 
revenue yielded by such of these commodities 
as were covered by the tariff in the year, it 
appears that the average revenue yielded by 
these units is around Rs. 5,000 each. The ques¬ 
tion arises whether the extension of excise to 
such commodities is worthwhile at all. In 
many cases the problems raised probably out¬ 
weigh the revenue. 

4. In his Budget speech for 1964-65, the Fin¬ 
ance Minister had declared that one of the 
essential conditions to be fulfilled by indirect 
taxes was that the revenue from the items on 
which such taxes were imposed was sizeable 
and secondly that the incidence of these taxes 
should be identifiable. In pursuance of this 
pronouncement several duties were removed 
in 1964 and again in 1965, but most of them 
came back later, for one reason or another, in 
the same or some modified form. Unfortuna¬ 
tely, despite the recommendations made tn 
this behalf by the Estimates Committee, the 
Central Excise Reorganisation Committee and 
the Public Accounts Committee it has not 
been found practicable to allocate the total 
cost of collection to different commodities, with 
the result that it is not possible to show statisti¬ 
cally that many of these levies are not viable 
from the point of view’ of cost of collection. 

5. The Public Accounts Committee has 
pointed out from time to time that the exten¬ 
sion of excise duties with a yield of less than 
Rs. 50 lakhs a year, particularly when such 
commodities are produced by small units dis¬ 
persed throughout the country, is not a worth¬ 
while proposition. We fully subscribe to this 
view and consider that all existing levies with 
a yield of less than Rs. 50 lakhs should be 
reviewed in the light of the principles enunci¬ 
ated by the Finance Minister in 1964. In this 
context it has been pointed out by the Public 
Accounts Committee in their 83rd Report that 
"between 1968-69 and 1971-72, Rs. 26 to Rs. 
50 lakhs per annum had been collected from 
domestic electrical appliances pioduced in 186 
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units, Rs. 32 to Rs, 40 lakhs a year from safes, 
strong boxes etc. produced in 178 units and 
Rs. 25.1 to Rs. 45 lakhs per annum from mosaic 
tiles produced in 514 units.” 

6. Tariff definitions and descriptions have 
tended to become increasingly complex and 
difficult to interpret. This is also true of noti¬ 
fications in which the exemptions are spelt 
out. As we have already pointed out, several 
of these descriptions and definitions are couched 
in such highly technical and scientific termi¬ 
nology that they are not easily intelligible either 
to the tax payer or to the staff charged with the 
responsibility of interpreting the tariff. It ap¬ 
pears that there has been an increasing tendency 
on the one hand to model the excise tariff on 
the Brussels Nomenclature which is a compre¬ 
hensive classification code designed primarily for 
customs purposes, and on the other, to align 
it with the Indian Customs Tariff with a view 
to achieving a certain amount of uniformity in 
the administration and interpretation of the 
two schedules. We consider that for a tax like 
central excise, which covers so wide a range 
and so many classes of producers, the emphasis 
should be. not on sophisticated terminology, 
but on descriptions and terms which reflect 
the commercial or trade identity of the goods 
produced. There is much to be said for a 
tariff which is simple to understand, simple to 
compute and simple to administer. It follows 
that tariff criteria, based on physical or chemi 
cal composition which even Government’s 
laboratories are not equipped to establish, 
should be strictly eschewed from tariff descrip¬ 
tions. 

7. The widening range and increasing in¬ 
tricacies of classifications and sub-classifications 
many of which cannot be distinguished one 
from another, is reflected in the rising number 
of the disputes which are ultimately agitated 
in High Courts and the Supreme Court. Thus 
the relevant number of writ petitions increased 
from 167 in 1968-69 to 449 in 1970-71. Like¬ 
wise, the pendency of such petitions increased 
over the same period from 394 to 670. 

8. Several witnesses have urged before us 
that excise duties should, as a rule, be specific 
in character. The arguments advanced in 
favour of this thesis are that (i) taxes on easily 
ascertainable figures (for example, kilolitres 
of motor spirit) are easier to administer than 
those for which constructive value figures must 
be ascertained, (ii) use of specific rates is jus¬ 
tified since the added social cost is related to 
physical units, not to their value and (iii) use 
of specific rates avoids discrimination against 
various distributive channels that occurs with 
ad valorem taxes collected prior to the retail 
level. Nevertheless,'having regard to the excise 
tax structure as a whole as well as the need 
for the revenue elasticity of the tax system, we 
consider that ad valorem levies have come to 
stay and that it would be unrealistic to con¬ 
template a reversal of the process. 


9. The observations set out in the preceding 
paragraphs relate primarily to tariff, but they 
apply equally to exemptions. In Chapter 14 
on the Simplified Procedure we have made 
certain far reaching suggestions in regard to 
exemptions designed for the small sector. We 
realise that this would still leave a very large 
area of exemptions which would not be affected 
by the scheme there put forward. We recom¬ 
mend that these exemptions should be reviewed 
administratively with a view to simplification 
and rationalisation. Broadly speaking, we 
think no exemptions should be retained unless 
each of the following conditions is satisfied: — 

(i) The exemption demonstrably promotes 
a well-defined purpose; 

(ii) The amount of revenue foregone can 
be justified in relation to the purpose; 

(iii) The exemption is not likely to result 
in significant distortions in the struc¬ 
ture of production; 

V iv) It can be easily implemented in an ad¬ 
ministrative sense. 

10. In this context we should like to make 
particular mention of certain exemptions which 
are related (i) to value of either production or 
clearances and (ii) to end use. Instances of 
exemptions relating to the first category are 
metal containers, safes and strong boxes, roller 
bearings, welding electrodes, zip fasteners, motor 
starters etc. A peculiar feature of these exemp¬ 
tions is that they are applicable only to manu¬ 
facturers, the value of whose clearances during 
the financial year which is current does not 
exceed a stipulated limit (Rs. two lakhs in 
the instances cited). Where that limit is ex¬ 
ceeded, full duty becomes payable even in res¬ 
pect of clearances which have already been made 
without payment of duty. It is true that, in any 
such scheme of tax concessions it is necessary to 
fix a limit (in terms of production or clearances 
or other factors) for determining a producer’s 
eligibility for the exemption. At the same 
time, in actual implementation, such schemes 
turn out to be counter-productive inasmuch as 
they expose a producer to the possibility of 
additional liability on a retrospective basis if 
and when he expands his production to a 
level beyond the one stipulated. For all cases 
of this type, we would recommend that exemp¬ 
tion should be related not to a producer's per¬ 
formance in the financial year which is current 
but to that of the financial year which has 
preceded. This would make for finality in 
the matter of admissibility of exemption: the 
producer would be free to expand his produc¬ 
tion and on such expanded production pay the 
appropriate quantum of duty. 

11. In respect of exemptions related to end 
use, we find that several of them are of doubt¬ 
ful utility and in any case necessitate long and 
protracted post-facto verifications. A case in 
point is that of aluminium paste which is 



exempted from duty provided the producer (i) 
converts such paste into pyrotechnic powder, (ii) 
sells such powder only to a manufacturer of 
fire works, (iii) before such sale furnishes to the 
Collector names of such fire work manufac¬ 
turers, and (iv) furnishes to the Collector a 
declaration to the effect that the powder shall 
not be used otherwise than for the manufacture 
of fire works. The position regarding scaling 
compounds and sack printing inks supplied 
to bonafide consumers is somewhat similar, 
except that the manufacturer is required to 
take an undertaking from the consumer for 
every lot of goods sold to him to the effect 
the goods will be used only for sealing cans 
or for tencilling on sacks. He is also requir¬ 
ed to submit to the proper officer a half-yearly 
statement showing the names and addresses of 
bonafide consumers to whom goods have been 
sold and the quantities sold to each of them. 


12. In the context of certain exemptions 
applicable to production of excisable goods by 
the small sector, our attention has been drawn 
to a situation which obtains in certain indus¬ 
tries, of which soap, footwear and matches 
are examples. Between certain small units 
which manufacture these commodities and some 
of the bigger units in the organised sector of 
the same industries arrangements are some¬ 
times made for the production of the small 
unit to be marketed by the big unit under 
its own name. The duty paid is the conces¬ 
sional rate which, by virtue of the relevant 
exemption, is applicable to the small unit. It 
is part of the arrangement that the small unit 
gets one or more forms of assistance—financial, 
managerial or technical—from the unit in the 
organised sector. Above all it gets the advan¬ 
tage of the marketing organisation and even 
the brand name of an established concern. 


To cite another example sulphuric acid pro- It is not within our province to go into the 

duced and used within a factory for the pur- merits or policy implications of these arrange- 

pose of drying air in the air tower is exempted ments. We are however concerned with the 

from duty but the exemption does not apply aspects of excise duty and of exemption there- 

where sulphuric acid is used for drying the from. From this point of view the position 

acid tank. We do not see what purpose such does seem to us such as to require review. Is 

exemptions serve; all we can visualise is the it really intended that a concession meant for 

administrative difficulties they entail in enforce- the small sector should be available for pro- 

ment. We would urge that all such exemp- duction sold as from a bigger concern? If 

tions should be reviewed and drastically cur- not, the relevant notifications should be amen- 

tailed, unless there are very strong reasons to ded so as to ensure that the exemptions do 

the contrary. not apply to production marketed under 

arrangements such as those described above. 

Table 


Commodities in the Central Excise Tariff yielding a Revenue of Rupees one Crore or Less 
(Based on Budget Estimates for the year 1973-74) 


SI. No. Commodity 

Year in 
which duty 
was imposed 

(Revenue in lakhs ) 

Realised Estimated for 

in 1973-74 

1971-72 

No. of factories 
as per 

S. & I. 

Branch 
statistics 
as on 31-3-74 

1 2 

3 

4(a) 

4(b) 

5 

I. Calcined Petroleum Coke 

1971 

86.58 

100.00 

3 

2. Smoking Mixtures 

1973 

- 

100.00 


3. Optial Bleaching Agents 

1966 

61.85 

88.00 

40 

4. Ready-made Garments 

1971 

45.28 

85.00 

156 

5. Confectionery & Chocolates 

1968 

62.57 

79.00 

301 

6. Wire Ropes of Iron or steel 

1973 

- 

75.00 


7. Gramophones & Parts 

1962 

35.56 

64.00 

36 

8. Glycerine 

1961 

16.94 

63.00 

23 

9. Vacuum Flasks 

1971 

26.33 

60.00 

24 

10. Tool Tips 

1973 

- 

60.00 

_ 

11. Certain Parts of Wireless Receiving Sets 

1969 

150.10 

55.00 

12 

12. Rubber Processing Chemicals 

1973 

- 

50.00 

_ 

13. Safety Razor Blades 

1970 

23.09 

48.00 

4 

14. Mosaic Tiles 

1971 

25.22 

45.00 

540 
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1 2 

3 

4(a) 

4(b) 

5 

15. Slide, Zip Fasteners 

1971 

29.55 

45.00 

24 

16. Flaying Cards 

1971 

31.34 

45.00 

41 

17. Safes and Strong Boxes 

1970 

34.44 

44.00 

156 

18. Pressure Cookers 

1971 

35.70 

44.00 

37 

19. Adhesive Tapes 

1971 

34.57 

44.00 

45 

20. Fork Lift Trucks & Platform Trucks 

1971 

19.33 

40.00 

10 

21. Linoleum 

1971 

9.42 

32.00 

I 

22. Camphor 

1971 

18.80 

30.00 

11 

23. Menthol 

1971 

17.33 

30.00 

10 

24. Cinematograph Projectors & Parts 

1971 

14.57 

25.01 

15 

25. Electric Insulating Tape* 

1971 

14.57 

21.00 

47 

26. Typewriter Ribbons 

1971 

8.3* 

18.00 

6 

27. Lead Unwrought 

1965 

9.49 

15.00 

2 

28. Photographic Cameras 

1971 

6.94 

15.00 

12 

29. Slotted angles & channels 

1970 

10.74 

14.00 

47 

30. Textile Fabrics Impregnated 

1968 

0.64 

3.00 

6 

31. Mechanical Lighters 

1934 

0.56 

1.00 

17 

Total : 


826.79 

1438.00 

1626 


CHAPTER 17 


LICENCES AND BONDS 


Of the various procedural obligations which 
an intending producer of excisable goods has 
to fulfil, the principal ones relate to licences 
and bonds. 

Licences 

2. So far as licensing is concerned, the rules 
provide for the categories of persons required 
to take out a licence, the procedure for obtain¬ 
ing licences, the scale of licence fees payable 
and the officers competent to grant and renew 
licences. On these and other aspects of licens¬ 
ing, several view points have been expressed 
before us. 

3. Licence fees, it is urged, should not be 
regarded as a source of revenue; they should 
accordingly be abolished or made nominal, 
whereas the present position is that the Depart¬ 
ment collects nearly Rupees fifty lakhs every 
year out of such fees. On the other side, it 
has been argued that the present scale of licence 
fees (ranging from nil and Rs. 100.00 is in¬ 
adequate and should be suitably enhanced. 
While conceding that licence fees are not pri¬ 
marily a source of revenue, we are unable to 
agree that they should be abolished. We find, 
however, little justification for the existing 
disparity in rates. Presently, there are as many 
as twenty seven different gradations of licence 
fees based on a variety of factors such as; 
nature of goods produced, amount of duty 
liability, scale of production over a period of 
time, character of operations undertaken and 
so forth. In consequence, apart from the work 
of determining the class or category of licence 
to which each producer belongs, separate re¬ 
cords have to be maintained for each such 
class or category of licence issued or renewed. 
We feel that, since the underlying purpose is 
to licence or regulate an activity rather than 
the scale of that activity, the existing rates 
should be converted into a single uniform 
rate, irrespective of the nature of production 
or scale of operations undertaken. 

4. Our recommendation will apply to manu¬ 
facture of all excisable goods including matches 
and composition for match heads, use of ex¬ 
cisable goods for special industrial purposes, 
and storage of goods in bonded warehouses 
or bonded store rooms. For coffee, the “nil” 
rate of duty for curers who cure less than 
forty quintals may continue; for those who 
cure more than 40 quintals, however, the same 
uniform rate of licence fee as is decided upon 
for other operations should be applied. We 
would add that the rate of licence fee fixed 
should not be so low as to encourage indiscri¬ 
minate requests for licensing or default in rene¬ 
wal. 


5. Another point has been urged before us 
by the industry. It is pointed out that a unit 
producing a number of excisable goods is re¬ 
quired to take out as many licences as there 
are tariff items. Where the administrative dis¬ 
tribution of work happens to be on a functional 
basis, this causes avoidable inconvenience to 
the producer, since lie has to deal with a num¬ 
ber of different offices in order to obtain a 
separate licence for each separate commodity, 
though all the commodities arc produced on 
the same premises. There is undoubtedly 
scope for examining the organizational aspect 
of the problem. We propose to deal with this 
in the Volume on Organization. At the same 
time there are sound reasons, including those 
connected with the maintenance of statistics, 
for insisting that a separate licence he taken 
out for each separate excisable item. So far 
as this requirement is concerned, we are of 
the view that the present practice should con¬ 
tinue. 


6. Although the taking out of a licence is the 
general rule, the Central Government is em¬ 
powered to grant exemptions from this obliga¬ 
tion in respect of one category of goods. These 
are goods which are themselves exempted from 
duty either unconditionally or on certain con¬ 
ditions. Such exemptions have been granted, 
but the result is unsatisfactory from one point 
of view. The units in the exempted sector— 
e.g. units operating without the use of power- 
are often a convenient means of evading dutv. 
I his is effected by the simple device of attri¬ 
buting to such a unit goods produced in a 
non-exempted unit. The absence of data ren¬ 
ders preventive surveillance over such units 
difficult. We recommend that units exempted 
from licensing control should nevertheless be 
required to furnish periodically to the Depart¬ 
ment a simple declaration indicating the loca¬ 
tion of their premises, the excisable goods pro¬ 
duced by them and such other broad particulars 
as may be appropriate. 

7. It has been represented that annual re¬ 
newal of licences involves a great deal of work 
and leads to delays and inconvenience. We 
recommend that (i) licences granted to all 
manufacturers covered by the scheme of Simp 
l.fied Procedure set out in Chapter 14 should 
be valid for the full period of the three-year 
bloc for which liability is fixed in their case, 
■■y id ( n ) for the . remaining manufacturers also, 
the facility of issue and renewal of a licence 
for yearly periods not exceeding 3 years at a 
time should be available on request without 
abatement of the total licence fee payable. 
We hnd that in the case of curers’ licences in 
Form L-l Government has already decided 
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that they may be issued or renewed for a 
period of three years at a time. 

8. The obligation to take out a lirence in the 
prescribed form for the operations of produc¬ 
tion or manufacture of excisable goods and for 
the wholesale purchase or sale or storage of 
such goods flows from section 6 of the Central 
Excise and Salt Act, which also provides for 
punishment for contravention of that section. 
In view of this, a person operating without 
a licence cannot be dealt with through depart¬ 
mental adjudication which is restricted to 
cases where the Act itself does not provide for 
specific punishments. Accordingly, all such 
cases, including those in which manufacturers 
fail to get their licences renewed, have to be 
dealt with by either prosecution in a court of 
law or by composition under Rule 210-A of 
the Central Excise Rules. We are advised that 
the present position encourages default and 
that there are innumerable cases of failure to 
renew licences in time, despite the provision 
in Rule 176 enabling levy of an additional fee 
equivalent to 25% of the licence fee on all 
applications not submitted within the stipulat¬ 
ed period. We recommend that the law be 
suitably amended so as to enable disposal of 
such cases by departmental adjudications. The 
fee for' late submission of applications may be 
Suitably enhanced by way of further deterrence. 

9: We also recommend that the powers to 
issue and renew licences relating to all manu¬ 
factured goods which presently are exercised 
by Officers at different hierarchical levels should 
vest in the officer in charge of the primary 
formation or range in whose jurisdiction the 
producing units operate. 

ID. At present, licence fees are payable in 
the form of central excise revenue stamps stock¬ 
ed at post offices. These are required to be 
affixed to every application for the grant of a 
licence or for its renewal. While we do not 
think that any change in this procedure is 
called for, we believe that the introduction of 
a uniform licence fee, as recommended, would 
lead to all round simplification including, from 
the point of view of the Posts and Telegraphs 
Department, a reduction in the cost and labour 
involved in the printing, storage, sale and ac¬ 
counting of such stamps. 

*• : . • . 

Bonds 

11. There are as many as thirty four types 
of bonds under the Central Excise Rules. Di¬ 
fferent purposes attract different bonds. The 
bond.s also vary according to class of manu¬ 
facturer, warehouse owner, exporter etc. There 
are general bonds, as well as bonds for indivi¬ 
dual transactions. In most cases, either secu¬ 
rity or surety is permitted to be offered as 
basis of execution of the bond. 

12. The amount of bond is fixed with refe¬ 
rence to the obligor's duty liability. For exam¬ 
ple, in the case of a manufacturer’s bond, the 


amount is equivalent to the duty liability on 
a fortnight’s average output of the factory or 
the duty on goods likely to be stored at any one 
time in the store room, whichever is less, sub¬ 
ject to a maximum of Its. 50,000. For expor¬ 
ters, the amount fixed is equivalent to the 
amount of duty chargeable on goods cleared 
for export or Rs. one lakh in the case of general 
bonds. For warehouse owners, the bond is 
required to be executed for 25% of the amount 
of duty which would have been payable on 
the estimated quantity of goods stored in the 
warehouse. In some cases the amount of the 
bond is fixed at the Collector’s discretion. 

13. The securities acceptable are cash, Gov¬ 
ernment Promissory notes. Post Office Saving 
Bank Deposits, deposit receipts of recognised 
banks, National Defence Gold bonds, National 
Savings or National Plan certificates or other 
Government realisable papers! In the case of 
surety bonds, a surety of sufficient standing is 
required; he has to be a person, firm oi bank 
whose status and solvency are not in question. 
At the time of the renewal of licence each 
year, the Department has to verify that sure¬ 
ties are alive and solvent for the amount of 
the bond. Undertakings owned by or under 
the Central Government are exempted from 
the execution of bonds; and State Government 
undertakings are absolved from furnishing 
security or surety. 

14. It has been urged that the execution of 
a bond is quite often a mere formality which 
serves no useful purpose. There are, it is 
pointed out, several provisions in the Central 
Excise law itself which are designed to ensure 
payment and discourage default. Some of 
these relate to detention and attachment of 
excisable goods as well as of all materials and 
preparations from which such goods are made. 
In addition, plant, machinery, vessels, utensils, 
implements etc. may be attached in certain 
circumstances. Finally there is a provision for 
the recovery of dues as arrears of land revenue. 
It is also argued that the various procedural 
formalities preceding and following the execu¬ 
tion of bonds, particularly those relating to 
their custody, disbursement of interest on 
securities and verification of solvency of sure¬ 
ties, are not only time consuming but irksome. 
The small producers complain that it is not 
ordinarily possible for them >to furnish the 
requisite security. At the same time, the al¬ 
ternative of furnishing sureties involves the 
production of certificate of solvency in respect 
of such sureties; a procedure which drives them 
to yet another hierarchy of officials, namely, 
those of the revenue department. In any 
case, to be able to proceed against the Bond, 
the Department has to go to court and get a 
decree. It must then await execution of the 
decree. All this has resulted in the remedy 
itself being invoked very infrequently. 

15. According to the information supplied to 
the Committee by Collectors, the number of 
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bonds relating to manufactured excises press¬ 
ed into suit during the last six years was only 
seven. The dues involved amounted to Rs. 
92,021.78, and the amount actually realised 
was only Rs. 12,225.00. 

16. As against this, the view has been urged 
that bonds have a certain psychological value 
which is all the more important, when, as in 
SR.P, the element of physical control is mini¬ 
mal. 

17. We feel that there is room for consider¬ 
able simplification in regard to the matters 
discussed above. Bonds can be divided broadly 
into two main categories: (1) those which are 
executed by manufacturers, industrial users, 
warehouse keepers etc. who are licensed by 
the Department and (2) those which are ex¬ 
ecuted by parties who are not so connected, 
such as merchant exporters and individuals 
wanting their goods under seizure to be re¬ 
leased on execution of a bond. For the first 
categorey, the obligations imposed by various 
bonds extend, by and large, to pavment of 
duty due on goods which are produced, ex¬ 
ported or transported without pavment of 
duty to another warehouse, or cleared on the 
basis of provisional assessment, or goods which 
are not satisfactorily accounted for. We are 


of the view that all such bonds may be con¬ 
solidated into a single genera] bond (with 
surety or security) in which these eventualities 
are spelt out generally or specifically. The 
amount of the bond and the secuiitv can be 
fixed by the proper officer on the basis of sui¬ 
table guidelines provided by the Department. 
In this scheme, a licensee who manufactures 
a number of commodities on the same premises 
—or one who exports more than one com¬ 
modity—and who now has to execute as many 
bonds as the number of commodities produced 
or exported, will hereafter have to execute 
only one bond. For the other category we 
have mentioned, the existing system may con¬ 
tinue. 

18. In the context of licensing, we have 
already recommended that excise licences should 
be issued or renewed for a period of three 
years at a time in the case of- producers covered 
by the scheme of simplified procedure, and 
for yearly periods not exceeding three years 
at a time in the case of other producers and tor 
yearly periods not exceeding three years at 
a time in the case of other producers, on 
request. In regard to bonds, recommend that 
the verification of sureties, wherevei this is 
relevant, should also follow the same fre¬ 
quency. 



CHAPTER 18 


OTHER PROCEDURAL MATTERS 


In the Section on ‘Data and Evidence' we 
have recounted in some detail the issues speci¬ 
fically agitated before us by the industry. Some 
of these issues have a bearing on Organisa¬ 
tion and will be discussed in Volume II. A 
few others concerned with procedure have al 
ready been dealt within the preceding Chap¬ 
ters. In the present Chapter we deal with the 
remaining procedural matters. 

Account Current 

2. One of the points most frequently urged 
was that the requirement of maintaining a 
separate account current for each commodity 

f iroduced by a manufacturer resulted in the 
ocking up of substantial amounts of money. 
This arises from the requirement that a cre¬ 
dit balance has to be maintained for each com¬ 
modity and under each minor head of account 
on the ground that inter-commodity or inter¬ 
head transfers or reappropriations are not allo¬ 
wed. We have observed earlier that a single 
account current was in vogue in 1970-71. It 
would appear to have been conceded at that 
time that the maintenance of separate commo¬ 
dity-wise accounts was not essential for recon¬ 
ciliation in accounts offices; the commodity-wise 
figures of revenue required for inclusion in the 
budgetary documents or for the purpose of 
framing tax policy could be based on depart¬ 
mental accounts which would continue to be 
maintained separately for each commodity and 
each minor head of account. Later, the Depart¬ 
ment reverted to the old practice of separate 
commodity-wise accounts in view of certain 
practical difficulties stated to have been experi¬ 
enced by assessees as well as departmental officers. 
We have looked into this question at some length. 
While we agree that a commodity-wise account 
makes it easier for departmental officers to 
check the monthly return in Form R. T. 12 
and to furnish commodity-wise figures of re¬ 
venue and refunds, we do not quite see the 
utility, from any other point of view, of con¬ 
tinuing an arrangement which leads to un¬ 
necessary paper work on the one hand and 
avoidable blocking of working funds on the 
other. In principle also it is not possible to 
ignore the argument that all credits into an 
account current are in the nature of advance 
deposits which accrue to Government onlv 
when dutiable goods are cleared from the place 
of production and that until then the producer 
should have the discretion to deal with such 
credits, subject of course to appropriate audit 
and financial discipline. 

Having regard to these facts we are of the 
view of that where an assessee is producing more 
than one excisable commodity, it should be 


sufficient if he maintains a single account cur¬ 
rent for all such commodities, with the parti¬ 
culars entered separately under each minor 
head of account. A copy of this account should 
accompany each R. T. 12 return submitted 
by the assessee. We realise that in the present 
scheme of things, the producer of a number 
of excisable commodities may be administra- 
tivelv controlled by more than one field forma¬ 
tion or range and that isi such cases the 
arrangement proposed may present certain 
administrative difficulties. In situations of this 
kind where the maintenance of a number of 
accounts becomes inevitable, it should be pro¬ 
vided that the assessee can, in the event of an 
insufficient balance in one account, transfer 
an appropriate amount from another account 
which has enough balance to permit such 
transfer. This should be coupled with the re¬ 
quirement that suitable entries should be 
promptly made in the two accounts and the 
proper officers intimated wfithin a stipulated 
time. 


Payment by Cheques 

4. In regard to payment of duty by cheques, 
the major grievance of the industry relates to 
the requirement that such cheques can be 
drawn only on an approved bank located at 
the Collectorate headquarters. We find that 
this restriction w r as imposed in 1968 when it 
svas realised that collection of cheques on out- 
station banks was resulting in serious delays 
in collection. We also find that of late Govern¬ 
ment has approved a large number of banks 
on which such cheques can be issued and there¬ 
fore the hardship felt by the assessees has to 
a certain extent been mitigated. Nevertheless 
the present requirement is unduly restrictive 
and smacks of an outdated context in which 
banking facilities were not as wide spread as 
they are today'. We recommend that the work 
of collection of duty by cheques should no 
longer be confined to the headquarters of Col- 
lectorates. The unsuitability of this arrange¬ 
ment becomes apparent when it is realised that 
some of the Collectorates cover two oi more 
States. As a first step towards decentra¬ 
lisation, the cheques should be permitted to 
be drawn on approved banks located at division¬ 
al headquarters. The extension of this facility 
to different divisional headquarters should 
be synchronised with the provision of suitable 
staff working under the overall supervi¬ 
sion of the Chief Accounts Officer sta¬ 
tioned at the headquarters of the Collector. The 
staff w'ill be under the administrative control 
of the Divisional Officer concerned and will 
attend to the work of receipt and collection 
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of cheques as also to the accounting of all cre¬ 
dits in the same way as is done at present at 
the headquarters of the Collectorate. 

5. In the context of duty payments, it has 
been urged before us that all nationalised 
banks should be authorised to accept duty cre¬ 
dits on behalf of the Government, as is done 
presently, by the State Bank or the Reserve 
Bank. Wc understand that the question, which 
has wider implications, is engaging the atten¬ 
tion of Government. We are strongly of the 
view that it will be a step in the right dir¬ 
ection. We hope that this development will 
take place in the near future. Even so, there 
will in our opinion be scope for the establish¬ 
ment of departmental treasuries at suitable 
metropolitan and other centres. Such treasur¬ 
ies, e.g. the one which the Central Excise De¬ 
partment runs in Bombay play an extremely 
useful role in cities where tax payment is not 
at a government treasury but at the Reserve 
Bank or one of its regional head offices, since they 
supplement the facilities offered by the Reserve 
Bank. We would accordingly recommend that 
departmental treasuries be opened at appropri¬ 
ate centres, such as some of the State head¬ 
quarters, provided their establishment demon¬ 
strably meets the needs of a large number of 
excise assessees by way of supplementing the 
facilities available at the Reserve Bank. 

6. We have drawn attention to the obser¬ 
vations of the Public Accounts Committee re¬ 
garding delays in collection of duties paid 
through cheques as also the dishonouring of 
some of the cheques. We consider that in addi¬ 
tion to obviating the hardships presently ex¬ 
perienced by the industry the two suggestions 
we have made in regard to the extension of 
the present facilities to Divisional headquarters 
and the setting up of more Departmental trea¬ 
suries would between them lead to greater ex¬ 
pedition in the matter of collection. So far as 
the bouncing of cheques is concerned, the re¬ 
medies available under the ordinary law aga¬ 
inst such assessees may be freely invoked in 
addition to deterrent action in the form of 
withdrawal, on a permanent basis or for stipu¬ 
lated periods, of the facility to pay duty by 
cheques. 

Raw Material Account 

7. We have referred to the Raw Material 
Account in the Chapter on ‘Production Based 
Control’ where we have made detailed sugges¬ 
tions regarding the accounting of production. 
It is not our suggestion that the raw material 
account should be eliminated. Indeed we are 
of the view, despite arguments advanced to 
the contrary, that there is relatively significant 
area of industrial production in which a use¬ 
ful correlation could be established between 
raw material and finished goods. It happens 
however that no authoritative studies have 
been carried out so far either for identifying 
15—8 DOST & GE/74 


the essential raw materials concerned or for 
fixing proper norms of consumption or input- 
output ratios. In our v^iew the present defici¬ 
encies are capable of being rectified by induc¬ 
tion into the organisation personnel who are 
technically qualified and by initiating detailed 
and systematic studies for identified industries. 

8. In the same context we attach some im¬ 
portance to the existing provisions regarding 
determination of normal production and ass¬ 
essments based on best judgment in all cases 
in which shortfalls are not accounted for to the 
satisfaction of the proper officer. These pro¬ 
visions have been invoked but rarely. This is 
presumably due to the relative lack of techni¬ 
cal knowledge on the part of departmental 
officers and the absence of adequate guidelines 
on the issues involved. It is in our view 
necessary to build up the necessary expertise 
and to use the existing powers to greater effect. 

Multi-Point Levies—Duty Reliefs 

9. From 1956 onwards excise duties have 
been increasingly extended to raw materials 
and intermediate products primarily with the 
object of raising additional resources for finan¬ 
cing development. In quite a few cases, it has 
also been found to be administratively more 
convenient to tax inputs in preference to the 
finished products. The latter, it appears to 
have been felt, tend to get diffused over several 
points in the system and are not readily amen¬ 
able to effective control. One important conse¬ 
quence of such expansion in coverage has been 
to impart to excise tariff its present multi¬ 
point character. This has been criticised on 
the ground of undue cumulative incidence on 
the final product and the resultant effect on 
prices. 

10. Prior to 1962, the normal practice follow¬ 
ed to mitigate the effect of multi point levies 
was to issue an exempting notification by which 
duty on the final product was exempted to 
the extent specified in lieu of the duty paid 
on components or raw materials used in the 
manufacture of the final product. These noti- 
ficat'ions took several forms depending upon 
the needs and exigencies of different situations. 
With certain exceptions, e.g. where the final 
product was completely exempted from duty, 
a detailed procedure was laid down for the 
generality of cases. This required, inter-alia, 
that— 

(i) a prior notice would be given to the 
factory officer before such duty paid 
materials (including imported mater¬ 
ials on which countervailing duty had 
been paid) were received in the licen¬ 
sed premises so that the factory offi¬ 
cer could be present at the time of 
their receipt; 

(ii) the duty paid materials would be 
brought in their original packing and 
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produced before the factory officer for 
identification along with the original 
A.R.l / bill of entry etc. on which 
excise or countervailing customs duty 
had been paid; 

(iii) a proper account of such duty paid 
materials would be main t uned indi¬ 
cating the quantity issued and used 
for manufacture of the finished pro¬ 
duct and a pro rata deduction made 
from the duty payable on the finished 
product on account of the excise or 
countervailing duty already paid, 
such deduction being made at the 
point of the clearance of the finished 
product from the factory; and 

(iv) all handling and storage losses of duty 
paid raw materials would be borne 
by the factory. 

11. There also obtained, in addition to the 
set off procedure indicated in the preceding 
paragraph the facility, on a selective basis, of 
in-bond movement of goods, i.e. transport with¬ 
out payment of duty of materials and com¬ 
ponents required for use in the finished ex¬ 
cisable goods. In such cases no abatement of 
the duty payable on the finished product was 
involved. At the same time, an account had to 
be maintained of the receipt and issue of such 
materials and components and product) s were 
held to account for any shortages or losses which 
were not satisfactorily accounted for. This faci¬ 
lity of in-bond movement was, however, allowed 
in very few cases. It was largely by way of an 
extra legal concession, the normal in-bond 
movement being confined to cases involving 
transport of goods to different points for pur¬ 
poses of storage for distribution as, for exam¬ 
ple, in the case of mineral oils. 

12. Both the set off procedure and the pro 
ccdure for in-bond movement were con¬ 
sidered unsatisfactory in some wavs. The 
former was said to give to an integrated unit, 
producing both the components and the final 
product, an unfair advantage vis-a-vis isolated 
units which received dutv paid components 
from elsewhere and got only a set off on the 
finished product. This was because tlie set 
off was related mostly to the weight of the finish¬ 
ed product and not to the dutv initially paid 
on the total weight of the material used for 
such manufacture. .Similarly, the procedure 
for in-bond movement of goods was said to 
present some practical difficulties as the duly 
paid raw material received had to be accounted 
for and related to the quantity of the final 
product manufactured. 

13. In November 1962, the Government 
introduced what came to be known as the 
Proforma Credit’ procedure which envisaged 

that in respect of excisable commodities noti¬ 
fied by Government, manufacturers will be per¬ 


mitted to obtain duty paid material or com¬ 
ponents and would be granted straightaway a 
proforma credit of duty paid on such material 
or components and that this credit could be 
utilized by the manufacturer for payment of 
dutv on the final product. At the time of the 
introduction of this procedure it was clarified 
that it was not the intention that “debit in 
the proforma account should be made only 
of the excise duty on the quantity of materials/ 
parts used in the manufacture of finished 
goods”, and that “the manufacturer would be 
permitted credit of the entire amount of duty 
available in the proforma account even though 
some materials/parts received by him may con¬ 
tinue to lie in the factory”. This enunciation 
of the scope of the scheme of proforma credits 
seems to have undergone a modification some¬ 
time ago when a view was taken by Govern¬ 
ment that proforma credit could be drawn 
upon only to the extent of the duty paid on 
materials and components actually used in the 
manufacture of notified goods. It has been 
repeatedly put to us by the industry that this 
has neutralised all the advantages of the 
scheme of proforma credits. Another point 
made was that proforma credits remained un¬ 
utilised and could not be drawn upon, whenever 
the relevant goods i.e. those manufactured out 
of materials and components in respect of 
which proforma credit had been given were 
exported under bond. We are glad to observe 
that both these difficulties have since been re¬ 
moved through the Department’s instructions 
issued in August, 1973, which provide that 
“the credit of dutv allowed in respect of am 
mat ■■■rial or component part can be utilized 
towards payment of duty on any finished ex¬ 
cisable goods for the manufacture of which 
such material or component parts were per¬ 
mitted to be brought into the factory...”, and 
"that “it should now be possible to allow utili¬ 
sation of proforma credit obtained on raw 
matcrials/components used in the manufac¬ 
ture of goods exported under bond towards 
payment of duty on other finished excisable 
goods for the manufacture of which such raw' 
materials were brought in the factory”. 

1 I. Apart front the set-off. in-bond and pro¬ 
forma credit procedures, the Central Excise 
Rules also contain a procedure commonly known 
as Chapter X procedure under which duty levia¬ 
ble on goods mod for special industrial purposes 
can be remitted. Here the intention is not to 
mitigate the effect of multipoint levies but 
to afford relief for certain industrial purposes, 
fn effect, the procedure laid down amounts ro 
in bond movement of goods, and in certain cases 
to relief front double taxation. 

13. We consider that, in so far as they con¬ 
cern the multipoint character of the levies, 
there is scope for considerable simplification 
and rationalisation of the existing procedures. 
The Central Excise Reorganisation Committee 
which went into this question observed that 
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there was no uniformity in the pattern o£ re¬ 
lief afforded nor was there any evident or ex¬ 
pressly stated principle in the.se reliefs. In re¬ 
gard to the procedure of proforma credit they 
said that, apart from additional documenta¬ 
tion and checks, the procedure led to distor¬ 
tion of revenue statistics. The demand of the in¬ 
dustry, they pointed out, was not so much for a 
single point levy as for a single point collection. 
Where goods are delivered to another factory for 
use as components for manufacture of articles, 
which are themselves subject to duty, they re¬ 
commended that the duty liability should as a 
general rule be transferred to the latter and 
collected as and when the final product is 
charged to duty. In short they recommended 
the in-bond movement of such goods. 

16. We have carefully considered the pro¬ 
cedural aspects of multipoint levy from the 
point of view of the system of selective control 
envisaged by us. We are of the view that 
having decided which excisable materials or 
components have to be exempted from duty, 
and to what extent, when they are used in the 
manufacture of other excisable goods, Govern¬ 
ment should quantify the extent of exemption 
in concrete terms and notify that where such 
finished excisable goods are produced out of 
duty paid components, the effective rate of 
duty for such goods will be rebated to that 
extent. Where the number and description 
of components going into the manufacture of 
a unit of the finished product are known, this 
will not present any dificulty. Where, however, 
the quantity of raw materials, to which duty 
exemption is related, required for manufa¬ 
cture of a unit of the finished product differs 
from factory to factory according to the tech¬ 
nological process employed or the composition 
and quality of the raw' material itself or for 
any other reasons, some sort of an average 
quantum of duty can be worked out on the 
basis of the chemical composition of the final 
product or with reference to other relevant 
data and notified. Where dutv rates arc 
ad valorem the extent of exemption can be 
worked out on the basis of the average price 
prevailing over a point of time for the raw 
material/component used and then expressed 
as a proportion or percentage of the average 
price of the finished product. It is true that in 
the case of commodities, subject to frequent 
price fluctuations, this may lead to some dis¬ 
tortions, but it would make for a great deal of 
simplification and impart the necessary unifor¬ 
mity to procedures of assessment all over the 
country. The quantum of exemptions notified 
can be kept under constant review and varied 
as and when required (though not too frequen¬ 
tly) having regard to changes in duty structure 
of either the components/materials used or the 
final product or fluctuations in price or on 
account of policy decisions calling for a change 
in the extent of exemption already notified. The 
suggestion made by us is rot unknown to the 
Department. Under the Central Excise and 


Customs Drawback Rules, where duty paid 
components/raw materials are utilised in a 
product which is exported, an exercise to deter¬ 
mine the average incidence of duty is undertaken 
for fixing the amount to he rebated and a per¬ 
iodical review of these rates is done to see if 
any change is required either because of changes 
in process of manufacture or changes in quan¬ 
tum or rates of duty on raw materials and com¬ 
ponents. 

17. We would commend consideration of the 
feasibility of applying the procedure outlined 
above to all cases of multi-point levies in which 
duty relief is decided upon as a matter of 

■ policy including some of those which are 
presently covered by Chapter X procedure. 
Thereafter Chapter X procedure should, in our 
view, he confined to the purpose intended, 
namely, remission of duty leviable on goods 
used for special industrial purposes. 

18. In the matter of exports, several points 

have been made by the industry: Broadly 

recapitulated they are that— 

(i) physical examination whether by (or, 
at an earlier, stage, on behalf of) the 
Customs should be waived altogether 
since such examination is inconsistent 
with the basic concept of SRP: duty 
rebates or credits in the running bond 
account should be allowed on the 
basis of shipping bills filed by the 
exporters; 

(ii) supervision charges should not be 
levied because examination and seal¬ 
ing are jobs performed in Govern¬ 
ment interest; and 

(iii) where no physical examination and 

sealing of goods are asked for or 
provided, considerable simplification 
should be effected of the present 

procedure which requires that a 24 
hours’ advance notice of the extended 
removal of goods should be furnished 
to the department and a number of 
documents got certified or attested 
before removal of goods. 

19. In support of their demand that physi¬ 
cal examination of goods should be waived 
altogether, the industry has pointed out that 
in several fields, particularly textiles, there 
already exist statutory regulations for pre- 
shipnicnt inspection of goods and that the 
Customs authorities should have no hesitation 
in accepting certification of inspection issued 
by competent officers of the Textiles Committee 
or the Export Inspection Council. 

20. We note that pre-shipment inspection of 
goods is primarily a function of the Customs 
authorities, and that physical examination and 
sealing of goods carried out by excise authori¬ 
ties are, in a way, agency functions performed 
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by them on behalf of the Customs. We have 
observed earlier that, by and large, the indus¬ 
try prefers examination and sealing of goods 
at the source to their examination at the cus¬ 
toms end. It is true, particularly in the case 
of textiles, that there are detailed textile export 
inspection regulations administered by the 
Textiles Committee which is a statutory organi¬ 
sation established under the Textiles Commit¬ 
tee Act, 1963. But the functions of this Com 
rnittee and the purpose of the various inspec¬ 
tion regulations are to ensure that textiles are 
of standard quality. The considerations under¬ 
lying examination of goods by Customs authori¬ 
ties, are materially different from those which 
regulate inspection under different export 
regulations. We, therefore, do not quite see 
how examination by excise or customs can be 
waived altogether. We do however consider 
that where such detailed pre-shipment inspec¬ 
tion is carried out on a compulsory basis and 
is sufficiently comprehensive, from the point of 
view of the specifications of the fabrics packed, 
and their quantity etc., it should be possible for 
the excise and customs authorities to relax the 
scale or intensity of checks carried out by them. 

21. So far as supervision charges are concer¬ 
ned, we find ourselves in agreement with the 
views expressed by the industry that such char¬ 
ges should not be levied since examination and 
sealing are jobs performed in the interests of 
Government. The fact that such supervision 
is provided only when it is expressly asked for 
does not, in our view, make any difference to 
the situation. In the patterns of control 
recommended by us, we envisage a much 
closer degree of association between the pro¬ 
ducer and the department and we are confi 
dent that in the revised scheme of things, in 
which officers would be located at more con¬ 
venient places and in closer proximity to 


points of production and control, the provi¬ 
sion of necessary staff for the purpose of exami¬ 
nation and sealing of goods would not present 
any difficulties. 

22. On the third point raised by the 
industry we consider that it should not be neces 
sary to insist that even when no excise supervi¬ 
sion or sealing are asked for, the exporter must 
furnish the application for removal and other 
documents and get them countersigned and at¬ 
tested before goods are actually removed for 
expori. We do not see any particular merit 
in the present procedure particularly when, as 
we have been advised, neither of these require¬ 
ments is of any practical utility, at any rate for 
the Department. The exporter would no 
doubt be concerned, in his own interest, to 
see that the application for removal and other 
supporting documents reach the customs au¬ 
thorities as expeditiously as possible so that his 
consignments are not held up for want of such 
documents, but the insistence for this purpose 
on their attestation in advance of the removal 
of goods, particularly when such attestation does 
not entail a visit to the factory or the carrying 
out of any physical checks is, in our view, mis¬ 
placed. We accordingly recommend that in 
all such cases, the existing requirements of 
prior attestation of documents may be tvaived, 
it being provided instead that such documents 
can be presented within a stipulated period of 
the removal of goods for attestation and trans¬ 
mission to customs authorities. 

Refunds 

23. It has been one of the most persistent 
complaints of the industry that claims for re¬ 
funds arc inordinately delayed. The position 
regarding pendency of refund claims is illus¬ 
trated by the following table: 




1965-66 

1966-67 

1967-68 

1968-69 

1969-70 

1970-71 

1971 

(i) 

No. of refund claims brought forward 
from the previous year and the 
amount involved (Rs. crores) . 

3930 

3138 

4455 

3290 

5007 

8742 

12554 


1 .82 

1.39 

2.08 

2.56 

2.94 

4.61 

7.16 

(ii) 

No. of refund claims received during 
the year and the amount involved 
(Rs. crores) . 

23955 

24902 

21497 

22442 

21374 

17539 

35077 



7.34 

9.81 

11.16 

8.34 

8.39 

10.48 

11.79 

(iii) 

No. of refund claim's disposed 

during the year and the amount 
involved (Rs. Crores) 

24747 

23585 

22662 

20725 

17639 

103727 

32870 



7.77 

9.12 

10.69 

7.95 

6.72 

7.92 

11.42 

(iv)" 

No. of refund claims pending at the 
end of the year and the amount 
involved (Rs, Crores) 

3138 

4455 

3290 

5007 

8742 

12554 

14761 



1.39 

2.00 

2.56 

2.94 

4.61 

7.16 

7.53 

(v)' 

No. of refund claims pending at the 
end of the year which were more 
than three months old and the 
amount involved (Rs. Crores) 

1321 

1516 

1331 

2400 

4835 

9165 

7763 



0.70 

0.92 

0.98 

1.85 

2.92 

5.15 

5.32 


ii) 


24. It is seen that between 1965-66 and 1971- 
72, the pendency of refund claims increased 
almost five fold in point of numbers and almost 
six fold from the point of view of the amount 
involved. The corresponding position in res¬ 
pect of refund claims which were more than 
three months old is appreciably worse. 


25. Broadly speaking, claims for refund 
under the Central Excise law arise from 
(a) excess payments made or realised through 
error, inadvertence or misconstruction; (b) 
retrospective reduction of duty liability in 
consequence of a change in law; and 
(c) orders in appeal or revision granting relief 
of duty liability, penalty or fine in lieu of 
confiscation. Claims for refunds or rebates of 
excise duty may also arise in specific cases sub¬ 
ject to fulfilments of procedural requirements 
built into some of the central excise rules. An 
instance in point is that of duty paid goods 
returned to a factory for being remade, refined 
or reconditioned. There is also another area 
of refund which is related to goods cleared for 
export under claim for rebate of duty. 

26. The present instructions require that a 

licensee claiming refund has to file his claim 
in duplicate in the prescribed form and sub¬ 
mit it to the Superintendent of the concerned 
assessment range who examines the claim and 
forwards the same to the jurisdictional Assis¬ 
tant Collector, together with a copy of the 
TR 6 challan under which payment in respect 
of which refund is claimed was initially de¬ 
posited. The Assistant Collector, who is the 
proper authority for sanction of refund claims, 
scrutinizes the claim and if he is satisfied about 
its admissibility, sanctions refund and issues 
a cheque for the amount sanctioned to the 
claimant. At the close of each month, the 

Assistant Collector sends a consolidated state¬ 
ment of all refunds sanctioned by him to the 
Chief Accounts Officer for post-audit with re¬ 
ference to the treasury challans received by 
him directly from the treasury. A somewhat 
similar procedure is followed in regard to re¬ 
fund claims arising from orders passed in 
appeal or revision, one distinction being that 
where the amount of refund admissible has 
been spelt out in the order, the refund is ad¬ 
mitted straightaway and a cheque issued to the 
party after the prescribed form (which is the 
same as the claim for refund in cases already 
referred to) has been signed by him. Where 
the amount of the refund admissible is not 
spelt out in the order, the relevant papers are 
forwarded to the concerned Assistant Collec¬ 
tor for working out the precise amount admis¬ 
sible, after which the same procedure is gone 
through as in the other cases. In relation to 
exports, refunds are sanctioned by the mari¬ 
time Collector of Central Excise, on receipt by 
him of the removal application after shipment 
of goods, and on presentation by the exporter 
of a claim for refund. 


27. It is clear that the present position re¬ 
garding the pendency of refund claims is 
unsatisfactory. Our broad recommendation in 
this behalf are set out in the following para¬ 
graphs. 

28. The Department should stipulate a 
period within which a claim for refund must 
be settled. We suggest that the period should 
be three months. We are aware that in several 
cases delays in such settlement results from fai¬ 
lure on the part of the claimant to furnish 
the necessary information. In all such cases 
the period to be stipulated should count from 
the date on which full information relevant to 
the claim has been furnished by the claimant. 
For claims relating to rebate of duty in respect 
of goods exported, the stipulated period should 
count from the date of shipment of goods and 
should, in our view, be appreciably less than 
the period stipulated in other cases. We con¬ 
sider that it should be possible for the De¬ 
partment to obviate all delays which presently 
occur in the receipt of the relevant copy of the 
application for removal from the custom 
house, or in linking up the copy received from 
the custom house with the removal application 
received from the range. 

29. If a claim for refund is not settled within 
the stipulated period, and delay in settlement 
cannot be attributed to circumstances beyond 
the control of the proper officer, the Department 
should pay interest to the claimant. The in¬ 
terest should be for the entire period between 
the expiry of the stipulated period and the 
date of sanction, and at such rate as the 
Government may decide, on the same lines as 
is done under the Income-tax Act, 1961. 

Bit. The Comptroller and Auditor General, 
we are informed, has taken note of the fact 
that a large number of refund claims which 
are sanctioned and paid by the Department 
remain unadjusted in the accounts. The rea¬ 
son is that the Chief Accounts Officers of the 
Department are not able to carry out the sta¬ 
tutory post-audit of such claims with the origi¬ 
nal duty paying documents, This in turn is 
said to be due, among other things, to pau¬ 
city of stall under the Chief Accounts Officer 
and difficulties involved in tracing the original 
duty paying documents which in some cases are 
quite old. The adequate performance of post¬ 
audit of all refund claims is obviously impor¬ 
tant from the point of view of prevention and 
detection of cases of fraud and of double pav- 
ment. This needs not only the streamlining 
of procedure but the availability of trained 
staff. We recommend in particular that the 
Staff under the Chief Accounts Officer should 
be adequately strengthened. 

Duty Paid Godowns 

31. In our Special Report on the Match 
Industry, we drew attention to the abuses gene¬ 
rally associated with duty paid godowns locat 
ed on the premises of the producing units or 
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in close proximity to them. These abuses arc 
not peculiar to the match industry. We find 
that lately Government have introduced a 
new provision in the central excise rules under 
which a Collector “may prohibit an assessee, who 
has at any time been punished for any offence 
under the Central Excises and Salt Act, 1944, 
or the rules made thereunder, from storing ex¬ 
cisable goods removed after payment of duty in 
the manner laid down in rule 176 G, in any 
godown or place of storage situated within a dis¬ 
tance of two kilometres from the factory or ware¬ 
house thereof, of such assessee.” While we wel¬ 
come the provision we should like to recommend 
that the practice of allowing clearances to duty 
paid godowns located in the factory premises 
or adjoining premises or in close proximity to 
the factory premises should be discouraged to 
the maximum extent possible. It should be 
dearly stipulated that, for such premises to be 
approved, they should be located at a reason¬ 
able distance from the place of production. 


We should like to add that where for any com¬ 
pelling reasons duty paid godowns have to be ap¬ 
proved, within two kilometres of the producing 
unit or such other reasonable distance as may 
be prescribed, the law should provide that the 
onus of proving that excisable goods found in 
such godowns are duty paid shall lie on the 
assessee. 


32. Some of the industries have represented 
that bonds for movement of non-duty paid 
godowns which under SRP can be executed 
onlv by the consignor may be permitted to be 
executed by either the consignor or the consig 
nee as was the case prior to the introduction 
of SRP. This sounds logical but we consider 
that in the revised context under which the 
consignor himself determines the duty liability 
attracted by his goods and his liability to the 
department continues until it is discharged, it 
would be more appropriate if such bonds are 
executed only by the consignors. 



CHAPTER 19 


CONCLUSION 


In concluding this part of the Report, it may 
be useful if we make a brief reference to some 
of the wider implications of the System of 
Selective Control put forward in the foregoing 
chapters. We have in this Volume concerned 
ourselves largely with procedure. But proce¬ 
dure and organization are inter-related, and 
both are dependent on policy. In turn, policy 
must take into account the realities under 
lying procedure and organisation. The future 
of excise taxation—including the possible res¬ 
tructuring of tariff and readjustment of cover¬ 
age—is clearly a matter of policy and, except in 
some of its aspects, not within the province of 
our enquiry. At the same time, we cannot, in 
formulating organisation and procedure for 
the coming years, ignore the probable directions 
of future reform and rationalisation. It is in 
this background that the question arises whe¬ 
ther Selective Control, besides meeting present 
needs, has implications also for the future. The 
patterns of procedure we have recommended 
might, therefore, be very briefly considered in 
their bearing on (i) organization, as of the pre¬ 
sent. (ii) implementation, as of the short term 
and (iii) rationalisation, as of the long term. 

2. The whole subject of organisation, in¬ 
cluding held formations, administrative machi¬ 
nery and the structure and functioning of the 
Central Board, will be dealt with at length 
in the sequel to this Volume. But meanwhile 
it may be noted that, in the very process of re¬ 
placing uniformity hy selectivity, the new sys¬ 
tem seeks to lessen the burden of procedure 
in sectors where that is rao<t possible and, cor¬ 
respondingly, release man power for re deploy¬ 
ment in areas where it is most needed. The 
lightening of the burden on the Department— 
and even more importantly, on the industry 
-is attempted in two entirely different contexts 
in two entirely different ways. In illustration, 
the forms of recommended control (ABC, PBC 
and CBC) may be recalled along with the re¬ 
venue data based on estimates for 1973-74 and 
other data on somewhat earlier statistical in 
formation (1971-72). In round figures, Account 
Based Control covers as few as 600 units, 
hut as much as Rs. 1600 crores of revenue, cons¬ 
tituting 60% of the total revenue from excise. 
It is governed by the Liberalised Procedure 
and entails the barest minimum of formalities. 
Clearance Based Control—of which, however, 
the altcrna'-'vc of Compounded Levy is what 
is relevant for our purposes covers (again in 
round figures) as many as 14000 units, all in 
the small sector, hut contributes as little as 
Rs. 17 crores of revenue, constituting 0.6% 
of the total estimate. Compounded Levy will 
he administered under the Simplified Procedure 
which not onlv reduces documentation and su¬ 


pervision to a minimum, but also provides three- 
yearly intervals during which the assessment is 
more or less undisturbed and the administration 
relatively uninvolved. There are a number of 
areas, technical, supervisory and preventive— 
besides the whole range of industries coming 
under PBC—to which the trained staff released 
from the ABC and CBC group? could be very- 
useful assigned. Production Based Control will be 
under what we have called the Modified Pro¬ 
cedure. It covers about 7500 units and nearly 
Rs. 1000 crores of revenue, constituting 38% of 
the total estimate of excise revenue. Even this 
bare outline, we believe, will suffice to indicate 
the vast possibilities of re-organization, through 
rational re-deployment of manpower, which 
Selective Control holds out. 

3. The system we recommend is, in a sense, 
indivisible. This applies not only to the three 
patterns which are its main components and 
which in many ways are inter dependent; not 
least in the aspects of organization and adm¬ 
inistration which fall to be dealt with in the 
subsequent Volume. The mutual dependence, 
and therefore the composite character of the 
principal recommendations, will be apparent 
in our treatment of the subject of exemptions 
as also of the scheme of compounded levy 
which we envisage for a sizable segment of the 
small sector. This inter-relationship may also 
he discerned in the concept of a lower set of 
duties for small units producing certain com¬ 
modities, such duties occupying an intermedi¬ 
ate position between the higher or normal duties 
at one end and, in specified cases, total exemp¬ 
tion from duty at the other end. These features 
find their place in the framework of our recom¬ 
mendations, not only because they are important 
in the short term, but also because we consider 
them to be significant in the long term as clear¬ 
ing the way for future reform and rationalisa¬ 
tion. For all these reasons, we would urge that 
the System of Selective Control, together with 
the other main recommendations made by us, 
be regarded as an integrated whole for purposes 
of implementation. 

4. We have suggested a review of the scheme 
of compounded levy, and of the pattern of 
Simplified Procedure that goes with it, in 
about five years’ time from the date of intro¬ 
duction of the scheme. This is in order that 
decisions of policy concerning its future could 
be taken well before the end of the second of 
the three-year periods during which the small 
units concerned have the very valuable facility 
of a fixed duty assessment which remains more 
or less undisturbed during each of the periods. 
We believe that some system whether descri¬ 
bed as "compounded levy” or “contract 
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scheme” is, in its basic features, of consider¬ 
able significance to future excise policy in a 
developing country with a growing small sec¬ 
tor. We are aware that the relevant part of 
the Selective Control here proposed is very 
different from the “compounded levy” which 
now obtains in India, as well as the “contract 
scheme” for the small sector which are part 
of a larger tax systems in certain countries of 
Europe. We ourselves regard the particular 
scheme we have put forward by way of an al¬ 
ternative to CBC as only a first step towards 
the development of a simple and rational sys¬ 
tem of excise levy for the small sector: a levy 


of the tariff structure as a whole. Without ela¬ 
borating further these and allied aspects of our 
recommendations, we would submit that the 
various steps we have proposed as part of the 
System of Selective Control are not only des¬ 
irable in themselves but, in the longer perspec¬ 
tive, are such as can lead towards much greater 
rationalisation and simplification of the struc¬ 
ture of excise duty. 

(Sd.) B. Venkatappiah 
Chairman 

(Sd.) Bhaskar Mitter 
Member 



APPENDIX 


CENTRA!. EXCISE SELF REMOVAL PROCEDURE REVIEW COMMITTEE 

SPECIAL REPORT ON THE MATCH INDUSTRY 


Introductory 

We submit this report on the specific issue 
of evasion of duty in the match industry. By 
way of introduction, we set out below the 
circumstances in which we came to he seized 
of this matter and the reasons why we consi¬ 
der it to be of sufficient importance and ur-. 
gency to merit a special report much in ad¬ 
vance of our general recommendations. 

2. Today, nearly half the production of 
matches in the country is from the small scale 
(non-power operated) sector of the industry. 
The rest of the production is accounted for by 
the large scale or power-operated sector. Small 
proprietary concerns form the bulk of the non¬ 
power or small scale sector. "I here are also 
some .units which are cooperatively organised 
in respect of services such as supply of raw 
material and marketing of finished goods. 
Some of the small units of production come 
directly under the aegis of the Khadi and Vil¬ 
lage Industries Commission. A large number 
of these manufacturers have been greatly con¬ 
cerned for some time about the effects on 
the industry of what has been alleged to be a 
wide and growing practice of evasion of excise 
duty on the part of certain units of the sector, 
both new and old. 

3. The grievances of the industry were venti¬ 
lated in Parliament and the Press, and repre¬ 
sentations made to the Ministries of Finance 
and Industrial Development. The Committee, 
for its part, was apprised of these matters by 
one of its Members, Shri S. P. Kampani. 

The Chairman of the Committee happened 
in another capacity to undertake a tour of 
Tamil Nadu in March, 1972. He was met by 
representatives of the match industry from 
Sivakasi, Sattur, Gudivattam and other places 
in Tamil Nadu and presented with detailed 
memoranda which he brought to the. notice of 
the Committee. Thereafter, a deputation con¬ 
sisting of some Members of Parliament and re¬ 
presentatives of the match industry as a priority 
issue and make an interim report to the 
Government. This, it was informally ascer¬ 
tained, was a procedure which wotdd be ac¬ 
ceptable to Government. 

4. 'The Committee decided to make an on- 
the-spot: study of the working of the match 
industry, and in particular of the small scale 
sector, before deciding on the course of action 
to be followed. Accordingly, the Committee 
paid a visit to Madurai, Sivakasi, Sattur, Mad 
ras and Gudivattam from 7th to 11th May, 


1972 During this visit the .Committee met 
representatives of the match industry in the 
large, medium and small sectors, including 
the cooperatives and had detailed discussions 
with them as well as with the local officers. 
They were also presented with a large number 
of memoranda, including 651 declarations 
signed for individual producers, in which a 
demand was made for reintroduction of ban¬ 
derols. They visited a number of units, stud¬ 
ied the different processes of manufacture, and 
acquainted themselves with the system of con¬ 
trol, both as it obtained before the introduc¬ 
tion of the S. R. P. and as it has evolved 
thereafter: in particular, since the discontin¬ 
uance of banderols. 

5. The consensus of view which emerged as 
a result of the Committee’s visits and discus¬ 
sions was that the problems which the match 
industry was currently facing were indeed im¬ 
portant and urgent and that, after a further 
study in some depth—which has since been 
made -these problems might well call for the 
submission of a special report to Government. 
The matter is important not ,onlv because of 
the revenue devvied from matches (which is 
quite appreciable) being' Rs. 30 rrores, but 
also on account, of ihc very significant place 
which the match industry occupies among the 
small scale and cottage industries of the 
South. In Ramanathapuram and Tint 
nelveli districts alone, it offers employment to 
over fiftv thousand people: men, women and 
children. We are of the view that the present 
situation of this industry may indeed be des¬ 
cribed as serious from the view-point of its 
healthy growth in future. No growth, it is 
obvious, can be healthy for either the industry 
or the exchequer which takes place in condi¬ 
tions where the dishonest have an edge over 
the honest. Tr is in our judgment possible to 
prevent such a climate establishing itself in 
the match industry provided no time is lost in 
taking the requisite steps. Hence (he element 
of urgency. 

The Problem : Evasion and its effects on the 
industry 

6. With this preamble we now deal with the 
problem as we see it. Before the introduction 
of the Self Removal Procedure, Matches were, 
in common with all excisable commodities, 
subject to what is usually known as physical 
control. There was, however, one major diff¬ 
erence. The duty on matches was recovered 
through ‘banderols”. These had to he pur- 
(based by the manufacturing units from Gov¬ 
ernment treasuries either on payment of cash 
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or on credit. Soon after matches were produced 
the match sticks had to be put into boxes or 
booklets which were simultaneously banderol 
led. Clearances from the factories were regu¬ 
lated by the normal procedure. This involved 
the presentation of an application for removal 
and assessment of duty. An excise officer had 
to be present to supervise clearance of goods. 
With the introduction of Self Removal Proce¬ 
dure on 1st June, 1968, these requirements 
were relaxed. But the banderolling of matches 
was continued. From 1st October, 1968, 
banderolling was also given up. Matches then 
came to be subjected to exactly the same type 
and degree of control as other commodities 
under the Self Removal Procedure Scheme. 


7. The main contention of the small manu¬ 
facturers is that -widespread evasion of duty 
followed the discontinuance of banderolling. 
It is stated that some of the small factories starr¬ 
ed clearing matches under the Self Removal 
Procedure without paying in full or evading 
altogether the duty to which they were liable. 
They contrived to do so either by using the 
same gate pass more than once or by dispen¬ 
sing with the gate pass altogether. There were 
also other means of evasion. The excise duty 
on matches is fairly high. Such clandestine re 
movah, therefore, meant substantial gains. 
This enabled the tax evaders so runs the con¬ 
tention to under-sell honest producers and 
capture their markets. The malpractices were 
adopted by a widening circle, some of the new 
converts to dishonesty being those who had 
been edged out of the market by earlier tax- 
evaders. In the cut-throat competition which 
thus ensued those who evaded most succeeded 
best. 


8. The Khadi and Village Industries Com¬ 
mission has emphasised that it is the honest 
producers who are penalised in this process. 
As already pointed out, some of the small units 
are organised on a cooperative basis for mar¬ 
keting and other purposes. These are subject 
to strict departmental supervision. For obvious 
reasons, units of this type are not able to 
compere with dishonest producers. The res 
ult has been that quite a few of such units 
have suffered serious losses or been forced to 
suspend work or close down altogether. In 
some instances, their skilled labour has been 
enticed away into dishonest concerns bv the 
lure of better wages which only those who 
evade due can afford. The Central Excise autho¬ 
rities became aware of these trends and stren¬ 
gthened the preventive organisation of the 
department. They set up checkposts at several 
places in and around the producing areas. 
They also intensified transit <hecks. Naturallv, 


some of these checks for example, in so far as 
they slow down transport or impeded delivery 
—affect the honest trader no less than his dis¬ 
honest counterpart. Moreover, consignments 
of matches are held up not only at excise 
check-posts, but also at octroi and sales tax 
barriers, railway stations and State borders. 
Thev are frequently detained for verification 
of transit documents and of the fact of pay¬ 
ment of duty. The transport operators who 
suffer detention or harassment on this account 
therefore demand exorbitant charges for lift¬ 
ing consignments of matches. It is alleged that, 
in consequence, the cost of transport has gone 
up for the honest as well as the dishonest. The 
onlv was of meeting such extra cost-—so a sec¬ 
tion of the trade argues—is to embark on still 
more ingenious methods of evading duty. It is 
thus a vicious circle of tax evasion, malpractices 
and cut throat competition, followed by further 
evasion and more malpractices by those who 
feel thev cannot otherwise survive. Such being 
i he circumstances, not onlv is there an increas¬ 
ing evasion of Government revenue, but a con¬ 
stant aggravation of what is already an unten¬ 
able situation for those producers, big or small, 
proprietary or cooperative, who happen to be 
relatively honest and law-abiding. This ex¬ 
plains why virtually the entire industry is now 
demanding effective measures to counteract 
evasion. There is also a widely held belief that 
the most effective of such measures is the rein- 
jroduction of banderols. 


9. We have given careful thought to the 
contention that tlie introduction of the S.R.P. 
and more particularly the discontinuance of 
banderols have given rise to evasion. We have 
examined this with reference to five types of 
data. These relate to: (i) production and 
clearances, (ii) prices and costs, (iii) number 
of units, structure of tariff and quantum of 
revenue, (iv) prevention and detention and (v) 
raw materials and production. We have come 
to the conclusion lhat the contention is well 
founded. 


Production and Clearances 

10. True, the revenue from matches has been 
rising, and the statistics of production, as also 
figures of clearances, show a trend which is 
more or less continuously upward. At first 
glance, this might seem to counter-indicatc 
large scale evasion of duty. But the relevant 
data call for detailed examination. The sta¬ 
tistics given below trace the growth trends 
since 19")9-60 j.e. for a period of about 12 years 


Lines of Inquiry 
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Total Production Total clearances 



(*000 gross boxes) 

(’000 gross boxes) 

1959-60J 

135,316 

135,046 

1960- 61 V 

1961- 62 J 

1962- 631 . 

149.486 

148,857 

1963- 64 y 

1964- 65 J 

Rate of growth from 1959-62 to 1962-65 ...... 

10.5% 

10.2% 

1965-661 . 

169,806 

169,862 

1966- 67 y 

1967- 68 j 

Rate of growth from 1962-65 to 1965-68 ...... 

13.6% 

14.1% 

1968-691 . 


190,250 

1969-70 y 

192,326 


1970-71j 

Rate of growth from 1965-68 to 1968-71. ...... 

13.3% 

12.0% 

Source : Statistics and Intelligence Branch, Central Excise, New Delhi. 




The latest three-year period viz. 1968-71 is also An interesting point emerges in respect of 

the period during which S.R.P. was intro- both production and clearances if the figures 

duced and banderols were discontinued. The arc set out separately for the power-operated 

decline in the rate of growth of production sector and the non-power sector. As discussed 

during these three years is marginal, but even in greater details below, the former shows an 

so requires explanation at a time when all appreciable increase in the growth rate in both 

indications point to an increasing rate of de- the relevant columns, while the latter, i.e. the 

mand and an increasing rate of production. non-power or small scale sector, records a steep 

The rate of decline is somewhat more pro- decline in the rate of growth ol production, no 

nounced in relation to clearances. less than of clearances. 

Production (’000 gross boxes) Clearances (’000 gross boxes) 

Power operated Non-power operated Power operated Non-power operated 

sector sector sector sector 


1959- 60) .... 

1960- 61 y 

1961- 62 J 

1962- 63) 

84692 

50624 

84595 

50451 

1963-64 y . . 

1904-65 J 

84791 

64695 

84780 

64077 

Rate of growth from 1959-62 to 1962-65 0.1% 

27.8% 

0.2% 

27.0% 

1965-66) 

1966- 67 y . 

1967- 68j 

88199 

81607 

88157 

81705 

Rate of growth from 

1962-65 to 1965-68 

1968-69) 

4 1 «/ 

1 /o 

26.1% 

4.0% 

27.5% 

1969- 70 y . 

1970- 71J 

96828 

95498 

96783 

93467 

Rate of growth from 

1965-68 to 1968-71 

9.8% 

17.0% 

9.8% 

14.4% 


(For the period prior to June, 1967, A Glass factories have bee taken as power operated and B, C and D class factories 
as non-power operated). 

Source : Statistics and Intelligence Branch, Central Excise, New Delhi. 

11. It is claimed by the industry that, having the validity of thg estimates (which seem to be 

regard to various factors such as increase in based on an annual growth rate of 8% and 

population, improvement in living standards, more), but are inclined to accept the view that 

increase in smoking habits, eic., the actual con- the rate of growth revealed by the recorded 

sumption of matches has been increasing at a data is on ihe low side. We cannot for example 

very much faster rate than would seem from lind justification foi a decline in the rate of 

the foregoing and that the data of production growth in both production and clearances in 

and clearances registered for the post S.R.l’. the post S.R.P. period. Taking the power- 

period fall short grossly of actual production operated and the non-power operated sectors 

and clearances. We do not wish to go into separately, the above, table reveals the following. 
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In the power-opeiated sector the rates of growth 
of 4.1% and 4.0% in production and clearances 
respectively which had been registered in the 
three year period immediately preceding the 
introduction of the S.R.P. improved in eithei 
case to 9.8% in the succeeding three years. In 
regard to the non power operated sector, the 
rate of growth declined from 26.1% to 17.0% 
lot production and from 27.“)% to 14.4% I'm 
clearances. Assuming that actual demand was 
higher, and having regard to the fact that the 
number of units in the small scale sector incre¬ 
ased substantially during the post S.R.P. period, 
this decline in recorded figures of growth in 
both production and clearances is, in our view, 
suggestive of the fact that huger quantities were: 
in fact produced and cleared but not accounted 
Lor in full. 


Pi ke.', and costs 


12. We have evidence before us which indi 
cates that in many places and on a fairly 
extensive scale, matches are selling at prices 
which are lower than their cost of production 
cum duty. This obviously would not be possible 
unless duty was evaded. The Khadi and Village 
Industries Commission has estimated that rite 
cost of production per gross boxes of matches 
produced by the small scale sector is around 
Rs. 3.25. Sometime ago, the Central Board of 
Excise & Customs also collected details of cost 
of production of matches by several factories in 
the small scale sector in Sivakasi. These varied 
from Rs. 3.15 to 3.43, thus closely approx! 
mating to the Commission’s estimate of Rs. 3.25. 
4 he Khadi and Village Industries Commission 
has emphasised that with the lowest duty inci¬ 
dence of Rs. 3.75 per gross boxes (on production 
of small units upto 75’million matches) the total 
cost would amount to Rs. 7.00. As against this 
the Commission points out that matches arc 
actually selling in the market at Rs. 5.00 to 
Rs. 6.00 per gross boxes. During our visit to 
Sivakasi, the trade produced before us vouchers 
indicating a price of Rs. 30.00 to Rs. 32.00 per 
bundle of five gross boxes. On the subject of 
prices, the Committee had also made a specific 
reference to the Collector of Central Excise, 
Madurai who replied that “before S.R.P.. 
matches sold in the market between Rs. 37.00 
and Rs. 41.00 per bundle of 5 gross boxes of 50s, 
but after the introduction of the S.R.P. and 
I he abolition of banderolling system, contra¬ 
band matches are freely available at between 
Rs. 20.00 and Rs. 25.00 per bundle while dufv 
paid matches are selling at Rs. 37.00 to Rs. 40.00 
per bundle '. Jn a recent report, the Collector 
of Central Excise. Hyderabad, has informed 
us that, in Hyderabad proper Gudiyattam 
matches were being sold at Rs. 33 per five gross 
boxes by stray hawkers and urchins and that 
these matches could not have been sold by the 
manufacturers at a price higher than Rs. 31.00 
per five gross boxes. He goes on to sav that 


manufacturers in Hyderabad and Guntur 
Collectorales have also been known to be selling 
matches at such low prices. According to 
VVimcos, their matches have been pushed out 
1mm quite a few markets in Kerala, South and 
Nottli Tamil Nadu, parts of Andhra Pradesh 
and coastal Orissa, i.e. largely from areas of 
dose proximity to the match producing centres 
in tin South, because matches produced at these 
l ent res were available at substantially lower 
pi ices, in many cases lower than cost of pro¬ 
duction inclusive of duty. They have also said 
that several instances of this kind had been 
(nought by them to the notice of the Excise 
authorities. 

Number of uni Is, structure of tariff and quant urn 
of revenue 

18- 4 here lias been a considerable prolifer¬ 
ation ol units without a corresponding increase 
in production or revenue. On 31-3-1968, the 
number ol match producing units in the non- 
mechanised sector was 1251. This increased to 
1298 81-3-1969, to 1398 on 31-3-1970, and to 

1681 on 81-3 1971. Of the total increase of 430 
units between 1968 and 1971, Madurai Collec- 
1 crate alone accounted for 254, Hyderabad for 
68, Madias for 51 and Cochin for 38, i.e. 411 
new units have sprung up in the Southern 
slates in and around the match producing belt 
while increases in other areas have been only 
marginal. It lias been represented to us that 
the increase in the number of factories is attri¬ 
butable largely to the structure of the tariff 
r'hit'll provides for preferential rates of duty 
lot factories producing upto 75 and 100 million 
matches in a year. The Government seems to 
have anticipated this phenomenon and sought 
to dis< outage it by restricting the concession 
ol preferential titles ol duty to units of sizes 
wlricli existed before specified dates (the only 
exception to this being units explicitly recog¬ 
nised as belonging to the cottage sector). The 
notification through which this was done was 
however invalidated by the Madras High Court 
on 11-12-1968. The large increase in the num¬ 
ber of small units that has taken place in Tamil 
Nadu may he attributed largely to this circum¬ 
stance. Viewed only in this context, the pro¬ 
liferation of units in the post S.R.P. years and 
the declining rates of growth for both produc¬ 
tion and clearances would not ipso facto lead 
to the conclusion that there has been an increase 
in the volume of evasion during that period. 
However, it has to he remembered that the 
period following the invalidation of the notifi¬ 
cation referred to, by the High Court coincided 
with the period following the introduction of 
the S.R.P. and abolition of banderols. Coupled 
with the fact that there was during the same 
period a spurt in the number of units also in 
areas other than those hit by the High Court 
Judgment, accompanied by a decline in pro¬ 
duction, even in absolute terms, the prolifera¬ 
tion that has taken place can be attributed 
also to the case with which 'evasion either of 
the higher duty or of duty altogether could be 
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practised in the post S.R.P. years in the absence ing banderols. This is borne out by the fol- 
of physical checks and the requirement concern- lowing table: 


No. of match units in the small scale sector as on 


Collectorate 


31-3-1968 


31-3-1971 


Production in ’000 gross boxes of matches in 


1967-68 


1970-71 


Madras 

83 

133 

1692 

1189 

Hyderabad 

63 

131 

337 

235 

Cochin 

144 

182 

1315 

620 

Madurai 

843 

1097 

25896 

29860 


It is seen that even in Madurai Collectorate 
the increase in production has not been com 
uiensurate with the increase in number of pro¬ 
ducing units. Elsewhere, there is a substan¬ 
tial increase in number and a substantial de¬ 
crease in production. 


14. We may now attempt a classification of 
match factories in terms of the revenue yielded 
by them. The following table gives the rele¬ 
vant details for some 1459 units for 1970-71: 

No. of factories. 

(Revenue in Rs. lakhs. 


Match factories in India which yielded during 1970-71 a revenue of 


Jurisdiction Collectorate 

More 

Between 

Between Between 

Between Up to 

Total 

than 

Rs. 25 

Rs. 1 Rs. 50,060 

Rs. 25,000 Rs. 25,000 



Rs. 2 

lakhs & 

lakh & 

and one 

and 




crorcs 

Rs. 50 

Rs. 25 

akli 

Rs. 50,000 




each 

lakhs 

lakhs 





i 

'l 

3 

4 

5 

6 

7 

8 

Madurai .... 


7 

127 

59 

.543 

221 

957 



271.47 

713.64 

24.22 

201.02 

32.53 

1242.88 

Madras .... 

1 


14 

3 

28 

79 

125 


282.67 


33.88 

2.08 

8.81 

4.50 

331.94 

Allahabad ... 

1 


1 


1 

19 

22 . 


324.07 


1.02 


0.32 

1.27 

326.68 

Poona .... 

1 





1 

2 


3t6.94 





Neg. 

346.94 

Shillong .... 

7 


1 



5 

7 


244.71 


1x5 

io 



0.42 

247.40 

Calcutta .... 

1 


1 



11 

13 

Orissa .... 

PC 

cc 

OT 


4.73 



0.58 

293.82 

Rest ..... 



11 

4 

15 

303 

333 




23.42 

3.11 

4.79 

17.33 

48.65 

Total .... 

*5 

7 

155 

66 

587 

639 

1459 


1486.90 

271.47 

778.96 

29.41 214.94 

56.63 

2338.31 


•These factories arc all in the power operated sector. 

It will be seen that the largest number of 
units fall in the lowest revenue slab (of less 
than Rs. 25,000 of revenue). In 1970-71, each 
of these units contributed on an average 
Rs. 8,900 which implied a production of roughly 
2400 gross boxes or eight gross boxes a day. The 
trade in matches is highly competitive and ac¬ 
cording to knowledgeable sources, including the 
khadi and Village Industries Commission, an 
honest manufacturer cannot normally expect to 
make a profit of more than 20 paise per gross 


of boxes which for this class of producers would 
mean, on an average, Rs. 1.00 per day. It is 
true that some of these units engage in the 
manufacture of matches on a seasonal basis, but 
nonetheless they have to take out a licence, 
execute a bond, maintain licensed premises, 
keep several records and comply with certain 
formalities. The position of factories in the 
next higher revenue slab, though substantially 
better, still cannot he described as satisfactory. 
Their average production is roughly 30 gross 
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boxes a day which would give them a profit of which the duty liability would be of the order 
Rs. 6.00. All these considerations suggest that of approximately Rs. 2 crores. Some of the 

it is only by evading duty that such units con- offence cases detected have revealed suppres- 

dnue to subsist. sion of production of matches on a fairly large 

scale; in one case the quantity surreptitiously 
cleared was 60802 gross boxes involving a duty 
Prevention and Detection liability of Rs. 2,61,448.60: in another 220 

Kilogrammes of potassium chlorate was found 
13. We have already referred to the intensifi- concealed in the residence of a manufacturer 

cation of preventive activity by the authorities. and incriminating documents seized from him 

Some of the ensuing results may be briefly revealed duty evasion of Rs. 73,250 while in 

mentioned. In the Madurai Collectorate, the vct another ease the producer fraudulently 

number of offence cases relating to matches manipulated the date on a treasury challan and 

which was 238 for the three year period I96n~ took a second credit of the same amount paid 

67 lose to 827 for the three years 1968 —iO on an earlier date in his P.L.A. 

which followed the discontinuance of bande¬ 
rols. In Hyderabad the corresponding figures 

for the two periods arc 21 and 228, respectively. K«iv material and production 

In this context the Collector of Central Excise, 

Madurai, has brought to our notice the follow- 16. We have also attempted an appreciation 

ing interesting facts. According to the books of the situation wiLh reference to consumption 

of"two stockists of potassium chlorate in Vint- of raw materials by the industry. The most 

dhanagar and Madurai as much as 370,975 kgs. important of these is potassium chlorate. Much 

of that chemical was sold to certain match the larger part of the potassium chlorate pro- 

manufacturers in the Madurai Collectorate ducecl in the country is consumed by the match 

over a period of 12 months. But this was found industry. There are only three units which 

not to have been accounted for by the factories produce it and imports are negligible. For the 

concerned. The units denied having purchased power operated sector of match manufacturers 

or received the quantities shown to have been the relevant data of consumption of potassium 

sold to them. This quantity, it was stated, is chlorate and production of matches are as fol- 

capc.Mc of producing 46,37,188 gross boxes on lows: — 



1966 

1967 

1968 

1969 

1970 

1971 

1. Sale of potassium chlorate to power operated match 

1722 

1659 

2118 

2076 

2056 

1852 

factories (I onnes). 

t. Production of matches by power operated sector 

28903 

5499 

28581 

30161 

31467 

5984 

33112 

32260 

(’000 gross boxes). 


87645 



96839 



3 Rate of growth in sale of potassium chlorate trim 8.8% 

1966-68 to 1969-71. 


4 Rate of growth in production of matches from 10.5% 

1966-68 to 1969-71. 

The data presented here are in terms of calen Some quantities arc also said to be used clandes- 

dar years and the comparison afforded is bet- tinely in the preparation of hand-made bombs 

wecii two period of three years each, viz. (i) and other forms of explosives. However, that 

1966.-68 (comprising largely the period preced- be, there is general agreement that the use of 

in<> the abolition of banderols on 1-10-1968) potassium chlorate for purposes other than the 

and (ii) 1969—71 (immediately succeeding the match industry is relatively small. Indeed this 

abolition of banderols). As between these two was at one time placed at not more than 5% 

periods the sales of potassium chlorate increased of the total consumption. In the light of recent 

bv 8.8% and the production of matches by data supplied by Wimcos there is some reason, 

10.5%,. During the relevant period and so far however, to infer that there was a significant 

as the mechanised sector is concerned, the in- increase in the consumption of potassium chlo- 

creased consumption of potassium chlorate can rate by other users during the post S.R.P. 1 

thus be said to have been duly accounted for period. Even though the quantity of potassium 

by the increase in production of matches. The chlorate required for manufacture of bombs 

picture presented bv the non-mechanised sector is very small, illicit diversions for that use are 

is substantially different. Here, because of the believed to have increased. We have already 

composite nature of the available data which referred to the two offence cases detected in 

are not separately available for the non-mecha- Virudhanagar and Madurai in which large 

nised match industry and “other users”—allow- quantities of potassium chlorate, reported to 

ante has to be made for what is consumed by have been sold to match producers, have re- 

the latter. Some of the “other users” are the mained unaccounted for. With these qualifica- 

textilc and dye industries and manufacturers lions, which must be borne in mind in intcr- 

of percussion caps (for use in toy pistons). preting the relevant data, we present in the 
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following table (a) composite figures of sale of and (b) corresponding figures of production of 

potassium chlorate to the noil-mechanised sec- matches in the non-mechanised sector, 

tor of match manufacture and “other users’" 



I960 

1967 

1968 

1969 

1970 

1971 

1. Sale of potassium chlorate to non-power operated 
match factories and other users (Tonnes), by 







(a) Wimco ....... 

i r>32 

1714 

1760 

1897 

2086 

2771 

(b) Travancore Chemicals .... 

285 

464 

419 

692 

694 

614 

(c) Mettur Chemicals ..... 

442 

441 

645 

313 

438 

529 

Total. . . . . 

2259 

2619 

2644 

2902 

3218 

3914 



7522 



10034 


2. Production of matches (’000 gross boxes) 

28289 

29362 

33379 

30039 

32655 

35288 



91030 



97982 


3. Rate of growth in sale of potassium chlorate from 
1966-68 to 1969-71 






33.4% 

4. Rate of growth in production of matches from 
1966-68 to 1969-71. 






7-6% 


The figures, as in the case of mechanised sec¬ 
tor, are aggregate for two periods of three years 
each, namely, 196fi—68 and 196!)—71. It will 
be seen that in the post-S.R.P. triennium, the 
sales of potassium chlorate to the non-mechani¬ 
sed sector of the match industry and “other 
users”, increased by 33.4%, whereas the correSf 
ponding production of matches in the non- 
mechanised sector registered an increase of only 
7.6%,. Even after making reasonable allowance 
for increased consumption of potassium chlo¬ 
rate by “other users”, the disparity is so great 
as, in our view, to point unmistakably to sub 
stantial under-booking of production by the 
non-power operated units of the match itidus 
try. in other words, to large scale evasion of 
duty in this sector. 

17. The actual extent of underbooking can 
only be a matter of conjecture. Having regard 
to the rates of growth in production and clear¬ 
ances in the non-power operated sector in the 
pre-S.R.P. period, we feel we shall not be erring 
on the high side if we assume that production 
of matches in the three year period viz. 1969, 
1970 and 1971 should have registered an in¬ 
crease of 25% over the preceding three years. 
On this assumption and applying the lowest 
rate of duty (of Rs. 3.75 per gross boxes) the 
evasion would be of the order of about Rs. 6.0 
crores for 3 vears or Rs. 2.0 crores per annum. 
All the empirical evidence goes to show that 
evasion is on the increase and must be appre¬ 
ciably larger todav than might be indicated by 
the three-year average, viz. Rs. 2 crores. pertain¬ 
ing to the immediate post S.R.P. period. 

18. A few other broad estimates are available 
and it might be useful to make some reference 
to them. In his annual statement for the vear 
ended 31st December, 1971, Shri Akbar Hydari, 
Chairman of the Western India Match Com¬ 


pany said that “very large sums of revenue 
(estimated at over Rs. 12 lacs per month) are 
being lost to the exchequer". Later in his oral 
evidence before the Coihmittee Shri Akbar 
Hydari said that, in his view, the extent of 
evasion in matches was currently between Rs. 
two and three crores per year. The President 
of the Sivakasi Chamber of Small Industries 
has observed in a letter to the press that 20% 
of the revenue from matches (in the small set- 
tor) is being evaded. In a letter addressed by 
him to the Finance Minister, he has estimated 
the extent of evasion to be Rs. 3 crores per 
annum. 

Evils of Evasion 

19. While it cannot be determined with any 
precision, the estimated evasion and its propot 
lion to the relevant revenue would, even, at 
the minimum seem to be such as to merit seri 
ous attention. But, as already noticed, what 
is even more disturbing is the widespread nature 
of the evasion, its growing dimension and its 
possible effects on the growth of the industry 
on sound and healthy lines. Evasion has 
brought several evils in its train. We have 
referred to some of them earlier in the Report. 
Obviously, not all the gain from evasion of duty 
accrues to the producer or the consumer; in 
fact much of it. is siphoned off by the distribu¬ 
tive channels, by higher transport costs on ac¬ 
count of risks of detention and seizure in tran¬ 
sit. bv bribes to petty officials, and in other 
sundry ways. The cooperative movement in 
the industry has received a serious set-back. 
The Government of Tamil Nadu have a scheme 
for the organisation of small match producers' 
service industrial cooperative societies in Rama 
nathapuram and Tirunelveli Districts. Of these, 
some five societies with a membership of 452 
small units are in existence. During our visit 
to Sattur, the State officials Assistant Directors 
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of Industries) who are in charge of each of these 
societies, met us and related to us the woes of 
the small producers affiliated to these units. 
In the case of one of these societies, some ninety 
out of a hundred odd factories have had to 
dose down, while the others were also in a 
state of decay because their production could 
not he marketed bv the societies in the face of 


competition from dishonest producers. It was 
slated that sales of Sindco (Service Industrial 
Cooperative), I, II and III societies, which had 
been established quite some time ago, substan¬ 
tially declined in the recent past as would he 
evident from the following details furnished by 
them: 


Sindco I . 

Sindco II . 

Sindco II . 

It was stated that in terms of value the sales 
had declined from Rs. 151 lakhs in 1970-71 
to Rs. 120 lakhs in 1971-72. It has to be remem¬ 
bered that it is the smallest factories (produc¬ 
ing not more than 75 million matches in a year) 
that are members of these societies. The hard¬ 
ship which the present. situation entails is, 
therefore, in this case being fell bv die weaker 
sections of the industry. 

Physical control in the past. 

20. In the wider context of our total enquiry, 
our terms of reference require us 

“to examine whether the Self Removal Pro¬ 
cedure has let to or afforded greater 
scope for evasion of Central Excise duty, 
and also to recommend changes to plug 
the loopholes leading to such evasion.’’ 

These considerations are also relevant to our 
current examination of the match industry, ft 
appears that at one time, of all the excisable 
commodities produced in India, matches were 
subject to the most rigorous physical control. 
While it was matches that were excisable, rules 
provided for physical control of splints, veneers 
and the “composition” for match heads. All 
manufacturers of these items were required to 
apply for a manufacturer's licence, on payment 
of the highest licence fee of Rs. 100 regardless 
of whether they were produced with or without 
the aid of {rower. A licensed manufacturer of 
matches could not lx: given a licence in respect 
of am other factory within the same district, 
save with the sanction erf the Central Govern¬ 
ment and likewise a member of a Hindu Un¬ 
divided familv holding a licence in respect of 
any other factory in the same district was denied 
a further licence if it was considered that the 
business of the two factories would be substan¬ 
tially conducted bv or for the benefit of the 
familv. It was laid down that every proposed 
premises for a match factory must include se¬ 
parate divisions of rooms within the premises 
each capable of being locked with Government 
locks or with the joint locks of the licensee and 
the Government for the following operations: 

(i) Manufacture of splints and veneers and 
composition for match heads, if the ap¬ 
plicant intended also to manufacture 
them; 


Sales in bundles in 

1969-70 1970-71 1971-72 

1,87,214 1,85,718 1,50,866 

1.16.747 1.59.788 . 1,02,458 

77.492 85.401 76,251 

pi) Storage- of splints, veneers and composi¬ 
tion for match heads manufactured or 
purchased; 

pit) Making boxes from veneers and setting 
frames of splints; 

pv) Dipping of splints and side painting of 
boxes; 

((') Box-filling, banderolling and labelling; 

(<>/) Finishing and packing; and 

(vii) Storage of matches in the storeroom 
pending delivery out of the factory. 

The keys of all Government locks were requir¬ 
ed to be placed in a glass rase secured by a 
departmental lock and the kev of the lock was 
kept with the resident officer. For operations 
permitted outside the licensed premises, several 
physical checks were prescribed. For example, 
veneers sent outside the licensed premises to 
the purpose of being made into boxes were 
required for be counted before issue, and so 
were the boxes returned to the licensed premi¬ 
ses: likewise splints sent outside for being set 
up in frames were required to be weigh¬ 
ed and related to the frames received. All 
unserviceable veneers and splints were re¬ 
quired to be collected and destroyed in the 
presence of the factory officer. Stoppage or re¬ 
sumption of operations had to be intimated 5 
du\s in advance. In bigger factories an officer 
was supposed to be in constant attendance, so 
that he would be available, whenever any opera¬ 
tion connected with the production, storage or 
delivery of matches was in progress. In smaller 
factories, one supervising officer was posted to 
a group of small factories located in the vicinitv 
of each other. Each Wimco factory had a staff 
of two Inspectors, one Supervisor and four 
peons. All exits from the factory were required 
to be guarded bv Central Excise peons continu¬ 
ously: loc ks of all subsidiary exits were secured 
with the official seal of the supervisory officer, 
which could not be broken except in his pre¬ 
sence. All receipts and deliveries of splints and 
veneers were regulated by indents countersign¬ 
ed bv excise officers and physically supervised; 
full cognisance was taken of efficiencies; and 
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wastages which occurred in the process of manu¬ 
facture were required to be meticulously check¬ 
ed. 

21. Overtime, the rigours of physical control 
came to be greatly relaxed. Restrictions on 
the issue to the same person or to a member of 
a Hindu undivided family of another licence 
in the same district were lifted in 1966. Manu¬ 
facturers of splints and veneers not using power 
were exempted from excise control in 1958; the 
exemption was extended to machine made 
splints and veneers in 1962, so that control on 
splints and veneers was completely withdrawn. 
In other spheres too, with the number of facto¬ 
ries continuously increasing, and staff resources 
not being commensurate with the needs, other 
checks were considerably reduced. The mode of 
collection of duty by affixing a banderol of the 
appropriate value (equivalent of duty) to each 
match box, however, continued and as this by 
itself constituted an effective safeguard against 
evasion, with every consumer in the country 
being in a position to identify whether a box of 
matches he was purchasing was duty-paid or 
contraband, relaxation of the checks mentioned 
could not have led to any perceptible change 
in the situation, so far as revenue collection was 


time and pressed to be relieved of such items 
of work as could be given lower priority. Ear¬ 
lier, the Security Press had also said that bande¬ 
rols printed by them were not of uniform for¬ 
mat and quality and that their printing had 
been found to be defective. The other argu¬ 
ments advanced were that (a) banderolling was 
not being resorted to by any other country, and 
(b) costs of printing banderols were quite heavy, 
amounting about that time to Rs. 60 to 65 
lakhs a year. The Department of Revenue had 
resisted these arguments at first, but in 1968 
when the S.R.P. Scheme came to be introduced, 


it appears to have been felt that the system of 
banderolling was combrous and somewhat in¬ 
congruous with the concept and objectives of 
the S.R.P. The argument of cost, coupled with 
the reluctance on the part of the Security Press 
to print banderols, seems at last to have weighed 
with the Revenue Department. It was decided 
to give up banderolling with effect from 1-10- 


1968. 


23. The statement that banderolling is not 
extant in any other country may be technically 
true—Thailand, however, uses excise duty 
stamps on containers of match boxes—but the 
conclusion hardly follows that India should not 


concerned. It is true that some time in the 
past some cases of the use of forged and cut 
banderols were detected and taken cognisance 
of but we are told that their number was not 
large and that the forgerer who was behind 
these cases was apprehended and punished. 
Thus, by and large, banderols constituted a 
proof of duty payment which was at once 
visible and effective and which made all further 
checks and verification largely redundant. For 
one thing, they enabled the administration to 
ensure that differential duty slabs were not ab¬ 
used, inasmuch as the number of banderols of 
a particular duty value would correspond to 
the number of match boxes to which that parti¬ 
cular duty rate was applicable. For another, 
they protected the consumer against pilferage 
of sticks. Duty being related to the number of 
matches, producers were not interested in pack¬ 
ing a smaller number of sticks in each box 
while paying duty for more, and banderolling 
ensured that the contents were not tampered 
with. Even after the introduction of the S.R.P. 
when all physical controls were withdrawn. 
Government revenue was reasonably safe as long 
as this visible proof of payment of duty was 
available. This is to some extent borne out 
by the fact that offences relating to matches 


resort to banderols. The fact remains that no 
other country has a small scale sector in matches 
such as we have, in India, and connected there¬ 
with, an employment potential that is not only 
rurally based but seems to be still growing in 
skill numbers. If banderols can help restore 
conditions of healthy growth and competition 
in such an industry, then banderols would be 
worthwhile in Indian conditions. It may be 
thought that the operation of banderolling en¬ 
tails extra labour and therefore extra cost and, 
in that sense, is an imposition on the small 
scale industry. Such a view would be far from 
correct. The making of matches, as we saw for 
ourselves, consists largely of two main opera¬ 
tions: dipping and pasting. In both these pro¬ 
cesses, the workers have developed such skill 
and expertise that in the quality and get up 
of matches produced by them, they are able to 
compete effectively with the mechanised sector. 
For them the operation of pasting a banderol 
is no hardship at all. It is part of one quick 
manoeuvre in which the box is pasted and sea¬ 
led. In fact quite a few small scale units con¬ 
tinue even now to banderol their match boxes, 
with their name on the banderol, for reasons 
of security as well as for letting the customer 
know that it is their brand he is buying. 


between 1-6-1968 (when S.R.P. was introduced) 
and 1-10-1968 (when banderols were disconti¬ 
nued) were insignificant in number and largely 
technical in character. 


24. We have discussed some of the aspects 
connected with banderolling with Officers of 
the Department of Economic Affairs as well as 
with the Security Press, Nasik, the Security 


Banderolling 

22. The discontinuance of banderolling is 
partly attributable to factors pertaining to the 
Government Security Press at Nasik. This insti¬ 
tution was said to be heavily over-worked at the 


Paper Mill, Hoshangabad and the Controller 
of Printing and Stationery, New Delhi. From 
these discussions it appeared that there would 
be no serious difficulty in re-introducing ban¬ 
derols so far as the Security Press Nasik is con¬ 
cerned, provided adequate notice is given to 
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them. Thus if the Press is informed in, say, 
July 1972 of the decision to reintroduce bande¬ 
rols, they would, in all probability be in a posi¬ 
tion to start making supplies in January 1974. 
They would also be in a position, at some addi¬ 
tional cost, to introduce more effective security 
features on baderols. In the light of these dis¬ 
cussions, as well as of the perspective of healthy 
growth already indicated, it appears to us that 
the cost involved would be quite worthwhile 
and it any case need not be an obstacle in the 
way of reintroduction of banderols. 

Other Measures 

25. While the trade, by and large, is demand¬ 
ing the reintroduction of banderols, some alter¬ 
native suggestions have also been made. One 
of these is that the entire burden of duty on 
the small scale sector of the match industry 
should be shifted to raw materials. It is sug¬ 
gested that the duty on matches should there¬ 
upon, be abolished altogether so far as the 
small scale sector is concerned, while the power 
operated sector would continue to bear a diffe¬ 
rential charge. The principal raw materials 
used by the match industry are splints and 
veneers, blue match paper, potassium chlorate, 
wax, glue and phosphorus. We have looked 
into the possibilities of shifting the match duty 
burden to these commodities, but have come 
to the conclusion that none of these commodi¬ 
ties could take the entire burden without lead¬ 
ing to several distortions and creating serious 
administrative problems and difficulties. A 
part of the existing duty incidence can, how¬ 
ever, be transferred to one or more suitable in¬ 
puts. Our suggestions in this regard arc con¬ 
tained in a separate communication to be trans¬ 
mitted by our Chairman. 

26. It has also been suggested that physical 
control as it existed before the introduction of 
the S.R.P. including control of splints and 
veneers, may be revived with suitable modifica¬ 
tions in addition to or without the reintroduc¬ 
tion of banderols. A brief outline of the 
physical measures at one time enforced has 
been given earlier in this report. Re-introduc- 
tion or revival of full physical control on 
matches seems to us to be a retrograde step and 
for that and other reasons, we are inclined to 
rule it out. Likewise, control on splints and 
veneers is likely to 1 prove irksome to the trade 
and administratively cumbersome to the depart¬ 
ment. We, however, feel that there are cer¬ 
tain other features of the erstwhile physical 
form of control which can be reintroduced with 
advantage. We include these in our recom¬ 
mendations. 

Recommendations 

27. Our recommendations are as follows:— 

(i) Banderolling of match boxes is by far 
the most effective revenue safeguard and should 


be re-introduced as early as possible. Right 
from 1934, when duty was first extended to 
matches, upto 1968, the industry has been used 
to working with banderols and apart from their 
merits as a revenue measure, we are inclined 
to attach some importance to the fact that by 
and large all sections of the industry are com¬ 
bined in their demand for the reintroduction 
of banderols. In the course of our inquiry, 
we considered whether it would be feasible to 
introduce banderols for packages bigger than 
the individual match box or booklet, so that 
economies could be effected in cost of paper and 
printing, but we found that none of the vari¬ 
ants which suggested themselves, including the 
use of excise stamps such as are in vogue in 
Thailand, would meet the requirements of 
situation. 

We also recommend that adequate security 
features should be introduced in the banderols. 
As already stated the Security Press at Nasik 
does not anticipate any difficulty on this ac¬ 
count. 

(ii) We realise that, for some time after ban¬ 
derols are reintroduced, both banderolled and 
unbanderolled matches would be available in 
the market as duty paid goods and this might 
encourage further clandestine manufacture 
and deliveries. We feel that it would be neces¬ 
sary to take suitable remedial measures in this 
behalf including intensive physical supervision 
on production and deliveries for some time 
after the reintroduction of banderols, or stock 
taking and banderolling, if necessary, of exist¬ 
ing stocks with distributors and stockists, and 
stipulation of a period of time (depending upon 
the pattern of distribution) after which all un¬ 
banderolled stocks would be treated as con¬ 
traband. 

(iii) We recommend that all possible steps 
be taken to expedite the reintroduction of ban¬ 
derols. Paper with water mark and other se¬ 
curity features can be produced in private 
paper mills in the country and if printing of 
banderols can also be undertaken under ade¬ 
quate security arrangements and safeguards in 
private printing presses, which we are told are 
already printing cheques and other documents, 
it would be most welcome. Even so, the resum¬ 
ption of banderolling will take some time. 
Other measures to check evasion will, therefore, 
be necessary meanwhile. Our recommenda¬ 
tions in respect of these are as follows:— 

(a) Steps should be taken immediately to 
reintroduce the requirement regarding 
presentation of an application for re¬ 
moval in form A.R. 1; 

(b) All gate passes under which goods are 
delivered should be countersigned by 
departmental Officers as a condition 
precedent to the clearance of goods. 
Time and again in the course of our 
inquiries we found that the Gate pass 
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was a focal point for evasionary tactics 
and it is imperative that malpractices 
associated with this document should 
be eliminated as far as possible; 

(c) Delivery of matches from a factory should 
hereafter be regulated as provided for 
under Rule 224 of the Central Excise 
Rules, i.e. the deliveries should not be eff¬ 
ected before six O’Clock in the forenoon 
or after six O’clock in the afternoon, nor 
at any hour on Sundays and public holi¬ 
days except as provided for in the con¬ 
cerned Rule; 

(d) The practice of allowing clearances to 
duty paid godowns located in the factory 
premises or adjoining premises or in close 
proximity to the factory premises should 
be discontinued; it should be clearly sti¬ 
pulated that, for such premises to be ap¬ 
proved, they should be located at a reaso¬ 
nable distance from the place of produc¬ 
tion, the actual distance being consistent 
with the purpose which the regulations 
are intended to subserve; 

(e) The premises of match factories and ac¬ 
counts kept by individual units should be 
inspected and reviewed with adequate 
frequency. With the introduction of the 
S.R.P. visits to factories are paid only by 
inspection groups (in adition to audit 
parties) at six monthly intervals. We 
consider that the officers concerned should 
pay more frequent visits to units within 
their jurisdiction, v 

(iv) We suggest that the above measures be 
continued even after the introduction of 
banderols since they are not only salutary in 
themselves, but supplement and support the 
important role played by banderolling. They 
can of course be suitably modified or relaxed 
at a larger stage if, on review, they are found 
to be unnecessary. 

28. We should now like to draw attention 
to the present structure of the tariff relating to 
matches produced in the non-mechanised sec¬ 
tor. The standard rate of duty for this sector 
is Rs. 4.30 per gross boxes but in the case of 
factories (i) whose production during 1966-67 
did not exceed 100 million matches, or (ii) whose 
clearances during 1967-68 were not estimated 
to exceed 75 million matches and a declaration 
to that effect had been filed before 4-9 : 1967, or 
(iii) which fell under category D as defined 
earlier but had not production till the 4th Sep¬ 
tember, 1967, or (iv) which are recommended 
for exemption by the Khadi and Village Indus¬ 
tries Commission as bona fide cottage units or 
are set up by registered cooperative societies 
and whose production during any financial 
year is not estimated to exceed 100 million mat¬ 
ches, the rate of duty is Rs. 3.75 per gross boxes 
on clearances upto 75 million matches and Rs. 
4.30 on quantities cleared in excess of 75 mil¬ 


lion matches, but if celarances of any unit ex¬ 
ceed 100 million matches, the entire quantity 
cleared is chargeable at Rs. 4.30 per gross boxes. 
Wc cite these provisions because, in our view, 
the present scheme has two in-built characteris¬ 
tics, viz. a disincentive for growth and an in¬ 
centive for evasion. As soon as a factory finds 
itself likely to cross the hundred million mark, 
it is confronted not only with a higher duty for 
further production but with the prospect of 
having to bear retrospectively an additional duty 
burden at the rate of 55 paise (Rs. 4.30—Rs. 
3.75) per gross boxes on its clearances of 75 mil¬ 
lion matches already sold. An alternative be¬ 
fore it is to go out of production for the rest 
of the year. In the result, the factory is 
often tempted to suppress facts, create “benami” 
units, and evade duty. We have already drawn 
attention to the fact that this has let to the 
evil of proliferation. We consider that, if some 
sort of a differential has to be maintained even 
within the small scale sector, as between the 
small and not so small producers, this may be 
done by providing two slabs, clearances in ex¬ 
cess of a slab attracting a higher rate of duty for 
such excess and not for previous production as 
well. There should be a finality about the 
duty liability discharged by an assessee from 
day to-day and it should be ensured that the 
tariff does not act either as a disincentive to 
production or as an incentive to malpractices. 
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Government of India 

CENTRAL EXCISE (SELF REMOVAL PROCEDURE) REVIEW COMMITTEE 

New Delhi, the 15th Nov., 1971. 


PRESS NOTE 

Through their Resolution F.No, A. 11013/E/134/71-Ad. IV dated the 11th October, 1971, the Government of India in 
the Ministry of Finance (Department of Revenue and Insurance) have set up a committee with Shri B. Venkatappiah as the 
Chairman to review the working of the Self Removal Procedure introduced in the Central Excise Department in 1968 under 
which excisable goods can be cleared from the place of manufacture on determination of the duty liability by the producers 
themselves without physical supervision by officers of the Central Excise Department and to suggest improvements which 
could reduce leakage of revenue. The Committee will also examine the existing organisational and administrative set 
up of the Central Excise Department and make suitable recommendations to the Government. 

The Committee will shortly issue a questionnaire to elicit information on their Terms of Reference. They 
would meanwhile welcome any suggestions which the Trade and Industry or persons otherwise connected with the 
administration of the Central Excise Department may have to make on the working of the Central Excise levies and 
their administration and on any other germane to the objectives of the investigation entrusted to the Committee. The 
suggestions may be addressed to the Secretary, Central Excise (Self Removal Procedure) Review Committee, M-14 
N.D.S.E. (pt.II), New Delhi. 
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INTRODUCTORY 


This questionnaire is designed to cover the various aspects of the enquiry cntruitecl to the Central Excise (Self 
Removal Procedure) Review Committee constituted by the Government under their Resolution F.No. A.11013/E/134/ 
71-Ad. IN' dated the 11th October, 1971. The terms of reference of the Committee are reproduced below : 

(1) To review the working of the Self Removal Procedure Scheme in the Central Excise Department in all 
its aspects, including an analysis of its merits and demeiits vis-a-vis the previous system of physical con¬ 
trol and particularly enquire : 

(a) to what extent the Self Removal Procedure has achieved the objectives set out when the Scheme 
was introduced; 

(b) whether the Self Removal Procedure has led to, or afforded greater scope, for evasion of Central Excise 
duty and if so, to assess the magnitude, of such evasion and also whether such evasion is confined 
to any particular industry/industries or any sector of the industry/industries and the causes thereof; 
and, 

(c) to recommend changes considered necessary in existing Rules and/or procedures to plug the loopholes 
leading to evasion of duty. 

(2) To examine whether there are any items in the Central Excise Tariff (excluding tobacco) which , having 
regard to the safety of revenue, are not suited to be cleared under the Self Removal Procedure in its 
present form and if so, to suggest modifications or alterations in the mode of assessment and collection of 
duty on such items and suitable Rules and/or procedure therefor. 

(3) To examine the existing organisational and administrative set up of the Central Excise Department emp¬ 

loyed foi levy and collection of Central Excise duties under the Self Removal Procedure, and to advise 
the Government in the light of the suggestions and recommendations made with refernce to (1) and (2) 
above, on such reorganisation as may be considered necessary, keeping also in view the various agency 
functions (like those under the Customs, Gold Control and other Acts) which the Central Excise Depart¬ 
ment is at present entrusted with, and . . 

(4) To make any other recommendations germane to the objectives of this investigation. 

2. The composition of the: Committee is as follows :— 


(i) Sliri 11. Venkatappiah, 

formerly Member, Planning Commission 

and now Chairman, Rural Electrification Corporation Ltd. Chairman 

(ii) Shri Bhaskar Mitter, 

formerly President, the Associated Chambers of Commerce and Industry ol India Member 

(iii) Shri G.B. Ncwalkar, 

Chairman, Maharashtra Small Scale Industries Development Corporation Ltd. Member 

(iv) Shri K.B.K. Rao, _ Member 

Senior Economist, National Council of Applied Economic Research, New Delhi 

(v) Shri S.P. Kampani, 

Member, Central Board of Excise & Customs and ex-officio Joint Secretary t* the 
Government of India Member 

(vi) Shri Lachman Dev 

Indian Customs & Excise Service Secretary 


3. The questionnaire has been divided into separate sections, each covering a particular aspect ol the Sell 
Removal Procedure as such or of other allied matters included in the terms of relerencc. If the questionnaire docs 
not cover any aspect of the enquiry on which you may wish to offer your views, you arc welcome to furnish them 
as an annexure to your reply. 

f. It is recognised that you may not be in a position to answer all the questions posed in the questionnaire, you may 
therefore confine yourself to such of the questions as are of interest to you. It would be appreciated ii replies 
relating to questions covered by each section are given on separate pages and are both brief and precise, supported 
where necessary by relevant data and concrete examples. If possible eight spare copies of your replies to questions 
in each section may kindly be sent to facilitate subsequent processing by the Committee. 

Your reply will be treated as strictly confidential. Please, therefore feel free to express your views frankly and 
explicitly. The Committee would greatly welcome your doing so, since that would be the best way >ou can contribute 
to its efforts in dealing with problems which are admittedly of great importance for the country’s tax structure and economy. 

Ii. For facility of reference,, questions in which the small scale sector ol the industry is likely to be parti¬ 
cularly interested are printed in bold type, 

7. A brief outline of the Self Removal Procedure is appended as an Annexe re to this questionnaire. 

H. The questionnaire may not be taken as reflecting the views of the Committee in respect ol any ol the 
matters raised therein. 
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9. Please send your replies so as to reach the Committee, by 30th June, 1972. They may be addressed to 
the Secretary, Central Excise (SRP) Review Committee, M-14, N.D.S.E. Part II, New Delhi-49. 

Please furnish the following particulars along with your reply to the questionnaire. 

(1) Name and address (person/trade association/service association/organisation). 

(2) Please state the interests, if any, which you represent. 

QUESTIONNAIRE 

I—GENERAL 

1. (I) Do you consider the Self Removal Procedure to be generally suitable in pattern and operation, 
having regard to the requirements of both trade and taxation? 

(ii) If not, what broad changes or modifications would you propose? 

2. What in your opinion are the merits and demerits of the S.R.P. vis-a-vis the system of physical control 
previously in vogue ? 

3. The S.R.P. was introduced (1) by way of reposing greater trust and confidence in producers of excisable 
goods, (2) to simplify excise formalities, (3) to lighten the administrative burden, as far as possible, both on the 
assessee and the Department, and (4) to reduce the areas of friction between the tax collector and the tax payer. 
To what extent, in your view, have these objectives been achieved? 

4. (i) Has the S.R.P. in your opinion, led to or afforded greater scope for evasion of Central Excise duty ? 

(ii) If so, 

(a) wliataretheindustry/industricsor sectors thereof which provide such scope? 

(b) what is the extent of such evasion? 

(c) is this due to some inherent defect in the scheme? 

(d) what amendments, if any, in the existing rules/procedurc would you suggest to plug the loopholes leading 
to such evasion ? 

5. Do you think there are any commodities which, having regard to safety of revenue, are not suited to be cleared under 
the S.R.P. in its present form? If so, please list such commodities and indicate what modifications or alterations you would 
suggest in the mode of assessment and clearance of such commodities, and collection of duty thereon. 

G. Would you suggest any special checks or measures for commodities in respect of which the duty liability is depend¬ 
ent on physical factors, like weight, volume, area, thickness etc ? If so, please give concrete proposals and indicate how, in 
your view, they would constitute an effective revenue safeguard without, at the same time, interfering with the normal working 
operations of the factories concerned. 

II—CLASSIFICATION LIST 

7. Has any difficulty been experienced in filling up the form of classification list initially or later when an alteration in 
the list becomes necessary ? If so, please state the nature of the difficulty felt, explaining it specifically with reference to the com¬ 
modity or goods under classification and the form at of the classification list. 

8. What is the normal time lag between the submission of a classification list and its approval by the competent authority 
and how are clearances taken during this period ? 

9. What, in your opinion, is the area or extent of dispute in the matter of classification of goods ? Please give 
examples. 

10. Presently, whenever classification of a particular product is in doubt, it is normally settled by a reference to the 
Chief Chemist or to an appropriate institution nominated by Government. 

(i) Is this arrangement satisfactory ? 

(ii) Having regard to the increasing technological sophistication in the industrial field, would you recommend the 
constitution or nomination of some independent technical committces/institutions lor a second opinion on classification of goods 
in terms of the tariff ? 

(iii) If so, please make concrete suggestions. 

11. (i) Have the special cells created at Collcctoratc headquarters detected any cases of misclassifieation or inadequate 
classification of goods ? 

(ii) Have you any suggestion to improve the working ol these cells ? 

12. What use does the jurisdictional Assistant Collector make of the copies of classification list received by him ? What 
in your opinion are the checks the Assistant Collector should organise to ensure that the Superintendents have promptly and 
correctly dealt with the lists received by them ? 

13. (i) If, as a result of checks carried out after the approval of classification list by the prpoper officer, it is found that 
the approval accorded is wrong in one or more particulars and detrimental to the interests of revenue, wiiat procedural or other 
remedies would you suggest to rectify the mistake discovered ? 
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(ii) Would you suggest that the jurisdictional Assistant Collector or Deputy Collector (where classification list was 
approved by the Assistant Collector) should take up the matter directly with the concerned manufacturer and, after giving him an 
opportunity to show cause why the raisclassification detected should not be rectified, pass appropriate orders ? 

14. (i) In your opinion, are the provisions made under Rule I73-B(3) regarding provisional assessment of goods neces¬ 

sary and useful ? 

(ii) If so, what suggestions, if any, would you like to make for quick finalisation of such provisional assessments ? 


Ill—PRICE LIST 


15. (i) Is the form of price list prescribed by Collectors sufficiently comprehensive for determination of value in terms 
of Section 4 of the Central Excise and Salt Act, 1944? 

(ii) Would it be desirable and feasible to have a single standard form of price list for the whole country ? 

16. (i) Have any difficulties been experienced in the matter of determination of value under Section 4 of the Central 
Excises and Salt Act, 1944 ? 

(ii) What simplification, if any, in concept and piocedure, would you suggest in this behalf ? 

(iii) Would you recommend that such terms as wholesale cash price, wholesale market, trade discount etc. used 
in Section 4 should be clearly spelt out or defined in the law itself ? 

(iv) Would you recommend that the definition of the term ‘wholesale cash price' should specifically stipulate that 
the seller and the buyer should have uo interest in the business of each other and the p. ice should be the sole consideration for 
sale ? 


(v) Under Section 4 of the Central Excises and Sait Act, 1944, trade discount and the amount of duty payable 
are the only abatements or deductions allowed for determining the wholesale cash price of an article. Are there any other de¬ 
ductions which, in your opinion, should also be admissible for purposes of arriving at the wholesale cash price ? 

17. Having regard to the importance of correct determination of value and of avoiding provisional assessments as far 
as possible, would it be advisable to provide for a quick and independent scrutiny of the price lists (submitted by the assessees) 
through a specialised agency of the department like the special cells set up lor the scrutiny of the classification lists and/or on the 
lines of valuation cells operating in Custom Houses ? 

18. (i) Arc there any cases in which short levies discovered iu respect of clearances taken under Rule 173-C(4) on the 
basis of transacted prices were found to be time-barred ? 

(ii) Would you suggest that this relaxation regarding assessments on the basis of transacted prices should be avail¬ 
able only when an assessee undertakes to avail himself of the procedure prescribed under rule 9B for provisional assessment of 
goods ? 

19. What is the normal time lag between the submission of a price list and its approval by the proper officer and how 
are clearances taken during this period ? 

20. (i) In your opinion, are the provisions made under Rule 173-C(2B) regarding provisional assessment of goods nc 
ccssary and useful? 

(ii) If so, what suggestions, if any, would you make for quick finalisation of such provisional assessments ? 


21. Is the bond prescribed under Rule 9B for provisional assessment of goods suitable for cases of disputed classification 
and valuation under Rules 173-B(3) and 173-C(2B) ? 

IV—AD VALOREM RATES OF DUTY AND TARIFF VALUES 


22. Is the administration of ad valorem levies presenting any difficulty under the Self Removal Procedure ? Has it 
led to delays in finalisation of assessments and has the number of provisional assessments increased because of ad valorem duties ? 

23. Several expedients have been employed from time to time to get over the difficulties of administering ad valorem 
levies. These include : prescription of specific effective rates by notification; prescription of specific a.nd ad valorem rates as 
alternatives; operation on the basis of published wholesale and retail price lists or on transacted or contracted prices in some cases 
and prices fetched in auctions in others; and in some instances fixation of tariff values. To what extent and iu what way arc 
such expedients preferable to straight specific duties, having regard to the fact that specific duties can be varied from time to time 
by executive orders (within the ceilings statutorily fixed in the tariff) ? 

24. It has been suggested that, with a view to getting over the difficulties of valuation, manufacturers of excisable goods 
may be required statutorily to mark all dutiable goods produced by them with their wholesale/retail price or publish wholesale 
retail price lists in respect of such goods and that assessments should be made on the basis of such marked or published prices 
after suitable abatement where necessary. 

(i) What are your comments on this suggestion ? 

(ii) Are there any other proposals you would like to be considered from the point of the point of view of facilitat¬ 
ing the administration of ad valorem duties ? 

25. Tariff values are, in the majority of cases, fixed on weighted averages of prices prevailing more than nine months to a 
year before they are notified. 
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(i) To what extent to the tariff values fixed correspond to correct assessable values under the law ? 

(ii) Do you think the frequency with which tariff values are revised takes adequate care of the price fluctuations ? 

26. Tariffvalues arc currently notified for only 14 out of 89 commodities liable to ad valorem rates of duty. 

(i) Would you suggest the extension of the scheme of tariff values to the remaining commodities ? 

(ii) What, in your opinion, should be the consideration on which commodities should be selected for this purpose ? 

27. Would you recommend that tariff values should be fixed on a regional basis for those commodities which differ 
■ sly in prices from region to region ? 

V—RAW MATERIAL ACCOUNT 

28. (ij Is die list ol raw materials and components notified by the Government satisfactory from the point of view of 
th trpose intended i.c. verification of excisable goods produced with raw materials and components used in their 
mi acture ? 

(ii) If not, what changes or modifications would you suggest in the list ? 

9. Is it feasible from the present raw material account to check the production of finished goods with consumption of 
raw trials/components shown to have been used, considering that the account shows raw materials and components issued 
for m facture and not raw materials and components actually consumed and does not provide any information regarding 
stocks oods in process ? Would you suggest that the form be suitably modified and provision made for periodical stock¬ 
taking materials in process ? 

31 (i) What is the normal scale of variation in the ratio of consumption of raw materials to the production of a given 

unit of a 1 bed excisable product (a) manufactured by the same producer, and (b) manufactured by different producers using 
the same w materials ? 

) To what extent can this ratio vary from the normal as a result of changes in manufacturing technique or for¬ 
mulae? PI give examples. 

31 , (i res the trade attempt, on its own, to correlate production with consumption of raw materials and components 
specified by G nment or others which have not been so specified ? 

(ii, to, please indicate the manner in which this correlation is carried out. 

(iii) . there any commodities in respect of which such condition is not feasible '! Please give examples. 

30 It is a id that occasionally some raw materials are procured by the industry through unauthorised channels and 
such raw materials not shown in the raw material account and in consequence the figures of production of the excisable pro¬ 
duct arc distorted. 

(i) If th so, please give such broad particulars as you cau of raw matciials/compoucuts in respect of which, in 
your opinion, such ;actice obtains. 

(ii) What in your view is the quantum or extent of use of such raw materials/componcnts ? 

33 (i) Are raw materials/componeuts intended for production of excisable goods also used for other puiposes or 

old off as such ? 

(ii) If so, what is the extent of such disposal ? 

(iii) Do yo suspect that such disposal is designed in some cases to suppress production ol'excisable goods ? 

31. There are items such as containers and receptacles in which goods are filled or packed which, in certain circumstances 
mav provide even a better basisXhan raw material for verification of the quantity of end product produced and/or cleared. In 
view of this, would you suggest the prescription of an account to be maintained by assesses, in respect of containers, receptacles 
and similar’items used for filling or packing excisable goods ? 

VI— DETERMINATION OF NORMAL PRODUCTION AND FIXATION OF PRODUCTION NORMS 

35 Rule 173E provides for determination of normal production and fixation of production norms, as also for best judge¬ 
ment assessment, in cases where shortfall in actual produfctiou is not accounted for to the satisfaction of tire proper officer. 

(i) To what extent have these provisions been invoked ? 

(ii) In so far as production norms are fixed, is the present procedure satisfactory or is there, in your opinion, scope 
for associating some specialised technical agency with the Department lor the correct evaluation of factors like installed capacity 
raw material utilisation, labour engaged and power consumed ? 

3 G. It is understood that many industries have taken steps to evaluat he efficiency of their operations and perfor¬ 
mance by fixing optimum levels of production in all sections through work studies etc. and that incentives are sometimes given 
on achievement of output in excess of the optimum levels so fixed. 


(i) Can you provide some details of such schemes ? 
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(ii) Please comment on the suggestion that the staff engaged by industries on such studies may be sasociated with 
the Central excise Officers in the matter of fixation of production norms ? 

37. Do you think the provisions of Rule 173E regarding fixation of production norms and best judgement assessment 
constitute an effective revenue safeguard and that they should be more widely applied than at present ? 

38. Do you think that assessees in respect of whom production norms have been fixed should be required to intimate 
to the department any increases/decreases m installed capacity or alteration in manufacturing technique' or other changes effected 
by them as a result of which the production norms already fixed would need to be revised ? 


VII—ACCOUNT CURRENT 

39. In order to facilitate the reconciliation of departmental figures with accounts figures of receipts of revenue, the exis- 
mg procedure requires that the amounts shotdd be separately credited into treasuries under each minor head of account, e.g.— 

(i) basic excise duties, 

(ii) additional excise duties on mineral products, 

(iii) additional excise duties in lieu of sales tax, 

(iv) regulatory excise duties, 

(v) other duties under different enactments, and 

(vi) each commodity cess etc. etc. 

Have you any concrete suggestions for the simplifications of the existing procedure ? 

40. Normally, the duty due on each clearance of excisable goods is required to be pre-paid by a debit entry in the acc¬ 
ount current before the removal of the goods. This requirement has, however, been relaxed in respect of bigger units (with 
more than 3000 clearances in the preceding year) which are permitted to make a consolidated debit entry in the account 
current at the end of the day. 

(i) Is the relaxation given adequate ? 

(ii) Alternatively, has this led to any abuse ? Please support your answer with the necessary data. 

41. Small assessees producing notified excisable goods whose duty liability does not exceed Rs. 500 per annum cas be 
exempted from maintaining an account current and can file the prescribed return relating to excisable goods manufactured at 
quarterly instead of monthly intervals. At present tills concession is restricted to manufactures of tea other than package tea. 

(i) Would you suggest that the application of this concession should not be restricted to notified excisable goods 
but should be extended to other commodities and other categories of small assessees ? 

(ii) Alternatively, do you think this concession is open to abuse and should be withdrawn ? 

42. It has been alleged that the provisions under which an assessee can claim refund of duty already debited to the acc¬ 
ount current by cancelling a gate pass can lead to, or afford greater scope for, evasion in as much as a gate pass which has not 
been checked in transit can be brought back to the factory and shown as cancelled with a corresponding entry for claim of 
refund made in the account current. 

(i) Have you come across any instances of such abuse ? 

(ii) Would you recommend the prescription of some revenue safeguards in this behalf, apart from the require¬ 
ment that the assessee should intimate particulars ofcancelled gate passes to the Range Superintendent on the same day ? 

43. Where a debit entry has been made in the account current but the corresponding gate pass has been cancelled, the 
assessee can claim refund of duty only after the monthly return has been checked. It is claimed that this often leads to the 
assessee’s capital being locked up for a month or more. Would you recomfnend that in such cases a credit entry may be 
permitted to be made in the account current by the assessee himself subject to such procedure as may be prescribed. 

44. Do you think an assessee should be permitted to make corrections and adjustments in the account current otherwise 
than on discovery of an arithmetical mistake in calculating the balance ? If so, what are the contingencies in which this should 
be permitted ? 

45. Presently the account current is required to be maintained separately for each commodity produced by an assessee 
and the balance in one account cannot be transferred to another. It has been represented that in some cases this results in block¬ 
ing of capital and occasionally clearances are also held up for want of adequate balance in the account concerned. What re¬ 
medial measures would you suggest to overcome this difficulty, keeping in view the administrative needs and the requirement 
under the treasury rules of proper reconciliation of accounts ? 

46. At present Central Excise duties can be credited onlv in a treasury or a branch of the Reserve Bank or the State 
Bank cf India. 

(i) Has this presented any difficulty to the assessees ? 

(ii) Would you suggest that all scheduled banks/nationalised banks and other agencies like Post Offices should also 
be authorised to accept such credits ? 

47. Certain classes of assessees can now make payment of duty by cheque. 

(i) Is this facility working satisfactorily? 
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(ii) Is it unduly restrictive in its scope ? 

(iii) Would you suggest any curtailment or liberalisation of the existing facility? 

Viri—GATE PASS 

48. Do you consider the present form of the “Gate Pass” to be satisfactory ? Having regard to the fact that physical 
identification of goods with reference to the duty paying documents has been dispensed with under the S.R.P., would you con¬ 
sider it worthwhile to provide that information given in column 2 of the gate pass should be sufficiently detailed and should cor¬ 
respond as far as possible to the description given in the classification list? 

49. Does the relaxation that goods cleared from a factory and brought back in certain contingencies (non-availability 
of railway wagons or breakdown of carriers) can be redespatched oir a subsequent date under the same gate pass give rise to_ 
a buse or afford scope for abuse ? Please give details. 

50. It is alleged that, in a large number of cases, manufacturers have set up shops or depots adjoining or in close proxi¬ 
mity to the factory premises to which goods are consigned under cover of a gate pass and, since transit checks in all such cases 
are practically non-existent, this has led to greater scope for evasion. Do you subscribe to this view ? If so, what safeguards 
would you suggest in this behalf? Would you, for example, recommend that such shops and depots should also be licensed and 
required to maintain a stock account of excisable goods, and that the transport of such goods in mill packed condition from 
these premises to their next destination should be covered by a subsidiary gate pass ? 

51. (i) Would you recommend that a record should be required to be maintained at the exit gate of each fac¬ 
tory indicating the time of temoval of goods covered by each gate pass by way of a further safeguard against 

misuse of gate pass documents ? 

(ii) It is alleged that in some cases, particularly in the small scale sector, goods are occasionaly passed out other¬ 
wise than through the factory gates or through gates other than those normally used for clearance of goods. Would 

you agree that it should be made obligatory under the Rides that excisable goods should not be removed from a 

factory otherwise than through gates specified and approved for the purpose. 

52. (i) What are the abuses normally associated with the use of gate pass documents? 

(ii) What is the extent of abuse ? 

(iii) Have you any suggestions to offer concerning the prevention of such abuse? 

53. Has the requirement of Rule 52-A that the original copy of the gate, pass shall accompany the consignment 
to its destination presented any difficulty to the industry ? If so, please indicate the nature of the difficulty felt, to¬ 
gether with suggestions to overcome the same. 

IX—RECOVERY OF SHORT LEVIES O CLAIMS FOR REFUND 

54. Cases of short levies/claims for refunds arising as a result of wrong classification of goods or approval of 
incorrect assessable values are stated to have increased after the introduction of the S.R.P. 

(i) What in your opinion are the reasons for this? 

(ii) Would you suggest that the scale of supervisory checks presently prescribed for classification and price 
lists should be suitably increased?. 

55. Even though the period of limitation provided in Rules 10 and 11 has been raised from 3 months to a 
year, demands for short levies or claims for refund are believed to have become time-barred in a number of cases. 

(i) What in your opinion are the reasons for this? 

(ii) Would you recommend that the period of limitation provided in Rules 10 and 11 should be suitably in¬ 
creased ? 


56. Cases have come to notice in which large amounts of Central Excise duty have gone into arrears because 
assessees have, deliberately or through inadvertence, debited their account current with an amount lower than the correct 
duty liability by misclassifying the goods cleared or by understating their value and, on being called upon after 
scrutiny oi the monthly return and gate passes to make good the short payments discovered, have taken recourse 
to appeal and/or revision proceedings or even to law courts. What remedial measures would you propose -to meet this 
situation? 

57. For recovery of duties short levied or erroneously icfunded, or for refund of duties or charges erroneously paid 
the period of 3 months provided in Rules 10 and 11, which has been raised to one year for commodities covered by 
the S.R.P., counts from the date of paymen t or adjustment of the duty or charge concerned in the account current. 
Having regai cl to the fact that there has been a changeover from the earlier provisions (in which assessment immediately 
preceded the payment of duty) to the new procedure (under which assessment is made by the proper officer only after 
the monthly return of goods cleared is received in the following month), do you think that the period of limitation 
should count from the date of payment or be related to the date of assessment ? 

X—RECEIPT OF DUFY PAID MATERIALS OR COMPONENT PARTS FOR USE IN THE MANU¬ 
FACTURE OF EXCISABLE GOODS 

58. The scheme of proforma credit of duty already paid on raw materials and components applies only to noti¬ 
fied goods, and no credit is admissible unless (a) duty has been paid for such material or component parts under the 
same item or sub-item of the tariff as the finished excisable goods, or (b) remission or adjustment of duty paid for such 
materials or component parts has been specifically sanctioned by the Central Government, Do you think the scheme 
is unduly restrictive in its scope and should extend to all excisable products and that proforma credit should be avai¬ 
lable on all duty paid raw materials and/or components used in the manufacture of excisable products ? 
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59. At present raw materials and components can be received in a factory producing notified goods both from 
the premises of the manufacturer and from other consignees and in some cases even from the open market. As receipts 
from other consignees and from the open market cannot always be related to duty paying documents would you recommend that 
this concession should be restricted, in the present scheme of things, to raw materials and components received directly from 

a manufacturing unit? 

60. How is it ensured that raw materials and components on which proforma credit is claimed are actually used 
in the manufacture of excisable products and cheaper and inferior substitutes carrying a lower duty incidence are not used 
in their place, particularly when the raw materials and components are liable to duty ad valorem ? 


61. Since the objective underlying the existing provisions regarding proforma credits is the avoidance of multipoint 
taxation, would you suggest that, instead of adopting the elaborate procedure presently laid down for taking such credits, 
ail hoc rebates of duty in lieu of duty borne by component parts and materials may be given at the time of clearance of 
notified goods, or the duty rates relating to notified goods should be fixed in such a way that the duty already borne 
by materials and component parts used in their manufacture is taken into account? 

62. Do you conceive of any situations in which the dutv liability on the final excisable goods would be lower 
than the proforma credit already given in respect of raw materials and component parts used in their manufacture? 
Please give examples. Would you recommend that provisions should be made for refund of the amount of proforma 
credit remaining unutilised in such cases? Alternatively would you suggest that such cases should be reviewed and the 
duty quantum on the final product suitably adjusted to rectify the anomaly? 

63. Under Rule 56A(3)(vi), no part of the proforma credit, can be refunded. What is the present procedure for 
regulating cases in which excisable goods produced out of raw materials and components on which proforma credit has 
been given are exported under bond or in which such raw materials or components themselves are exported and pro¬ 
forma credit already given remains unutilised? 

64. Rule 56-A does not envisage a situation in which raw materials and components on which proforma credit has been 
given and which are found to be defective before they arc taken into use can be returned to their supplier for repairs 

etc. 

(i) Would you suggest that there should .be a procedure regulating the return of such goods after a correspond¬ 
ing debit entry has been made in the proforma credit account? 

(ii) Is such a procedure likely to lead to abuse? 

6.3. In addition to the facility of proforma credit available under Rule 56-A, “set off” provisions also exist 
under which the duty already paid on certain raw materials/components is rebated at the time of the clearance of the 
finished excisable product; in several cases, in-bond movement of such raw materials and components is also allowed. 

(i) What, in your opinion, are the merits and demerits of these schemes ? 

(ii) Would you like these separate procedures to be consolidated into or replaced by a single procedure? 

XI—RETURN OF MANUFACTURED EXCISABLE GOODS CLEARED FOR EXPORT 

66. Excisable goods cleared for export can now be returned to a factory for being remade, refined etc., with¬ 
out prior verification or identification, even though duty has to be refunded in respect of goods which had been cleared under 
claim for rebate, 

(i) Please indicate as to how the proper officer or the Inspection Group visiting the factory at periodical intervals satisfy 
themselves that goods shown as received into the factory had indeed been received and were the same goods as had been 
cleared for export under claim for rebate of duty or under bond. 

(ii) Does the intimation of entry of goods within 24 hours of their leceipt enable the proper officer to inspect them, 
particularly when the asscssoe is not restrained from taking such goods into use prior to inspection? 

(iii) Have these relaxations led to any misuse ? Instance of misuse which might have come to light may be given. 

67. Rule 173-M provides that a detailed account of the returned goods and the processes to which they are subjected 
after they are returned to the factory should be maintained in the proper form. No form as such appears, however 
to have been prescribed for the purpose, though departmental instructions contemplate that on receipt the goods will be en¬ 
tered in the R.G.l./E.B. 4 account. Is this adequate? 

68. Rule 97-A requires that where the goods returend to a factory had originally been cleared for export under 
bond, full duty will be recovered if they are disposed of in any manner otherwise than for production of goods of the same 
class. No such provision has, however, been made in Rule-173M which covers receipt of goods to which the Self Removal 
Procedure applies. Do you think sucha provision isnecessary and should be incorporated inRule 173-M? 


XII—WAREHOUSING AND IN-BOND MOVEMENTS 

69. Warehousing andin-bond movement ofgoods are presently regulated by several distinct provisions in the Central 
Excise Rules (Rules in Chapter VII, Rules 96-D & 96-E, Rule56-B)in addition to extra legal executive instructions. 

(i) Does this present any operational or procedural difficulty? 

( ii) Do you think it would be desirable to work out a common set of rules and a common procedure for all 

in-bond movements? 

(iii) Would you like the scope of these provisions to be extended to other commodities? If so on what consi¬ 
derations should such commodities be selected? 

19—8 DGSI & GE/74 
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70. (i) In view of the fact that physical verification and identification of goods have been dispensed with under 
the S.R.P., is any difficulty experienced in complying with the requirements of Rules 156-A(6)and 153(4), viz., countersigning 
of applications forremoval and furnishing of rewarehousing certificate in respect of goods moving under bonds? 

(ii) Is intimation by the consignee of receipt of goods within 24 hours of their arrival adequate for the purpose 
of fulfilling' these requirements, particularly when the consignee is not restrained from taking the goods into use before 
verification ? 

71. Prior to the introduction of the S.R.P., the prescribed bond for movement of non-duty paid goods could be 
executed by either the consigner or the consignee. Under the S.R.P., this bond can be executed only by the consigner. 
Has this restriction entailed any difficulty to the industry? 


XIII—EXPORT UNDER CLAIM FOR REBATE OF DUTY OR UNDER BOND 

72. Is the industry experiencing any difficulty in getting the necessary documents relating to movement of goods 
for export covered by application in form AR 4-A authenticated by Central Excise Officers ? 

73. Has the simplification or procedure for export of goods under claim for rebate of duty or in bond under the 
S.R.P., helped exporters and facilitated expeditious movement of goods for export? 

74. It has been suggested that rebate of excise duty paid on excisable goods intended to be: exported should be 
available straghtaway on export on the basis of rates which may be notified from time to time, without the exporter having 
to produce A.R. 4 or A.R. 4-A, appplications and gale passes or follow other procedures, all clearances under bond being 
discontinued. 

(i) Would you agree with this suggestion ? 

(ii) Is it likely to lead to any procedural or accounting difficulties? 

75. What difficulties, if any, are experienced by exporters other than manufacturers who export excisable goods or 
goods made out of excisable components or raw materials? What procedural or other simplification would you suggest 
to get over the difficulties experienced? 

76. Have you any comments on the levy of supervision charges in relation to checks which are carried out in respect 
of gocds covered by applications in form AR4 considering that no such charges were recoverable for the same facility under 
the normal procedure ? 

77. In respect of exports to Nepal, prior physical verification and sealing of goods have not been relaxed or simpli- 
find after introduction of the S.R.P. Has this presented any procedural or operational difficulty to the trade or the department. 


XIV—PROCEDURE FOR REMISSION OF DUTY ON GOODS USED FOR SPECIAL INDUSTRIAL 

PURPOSES 

78. (i) Are you satisfied with the procedure under which remission to duty on goods intended to be used for special 
industrial purposes is regulated ? 

(ii) If not what simplification or modification would you like to suggest in the procedure? 

79. (i) Are the forms of account prescribed for excisable goods used for special industrial pruposes (R.G.16) and the 
monthly return (R.T. 11) satisfactory? 

(ii) How are transactions relating to disposal of surplus goods which (a) can be cleared on payment of duty, (b) 
returned to the original or another manufacturer, or (c) cleared for export, reflected in these records? 

80. (i) How is the record in form R.G. 16 checked when it does not provide information about the source of the 
goods received, the documents under which they are received and the documents under which surplus goods are cleared ? 

(ii) Would it be advisable to amplify this record to enable the same to be properly scrutinised with reference to basic 
documents of receipts and clearance ? 

81. In respect of excisable goods required for use in special industrial purposes, clearances are permitted to be made 
on the strength of a certificate in Form G.T.2 issued by the proper officer. Is this form adequate for the purpose of obtaining 
such goods in terms of the procedure laid down and from the point of view of security of revenue? 


XV—BONDS 

82. Presently, the bonds prescribed under the Central Excise Rules as required to be executed for different purposes 
are as many as thirty in number. Do you think it would be feasible and in the interest of efficiency to reduce the number of 
bonds by consolidating them on the lines of B-12 and 13-15 bonds? 

83. Is the amount of surety/security required under existing orders for each type of bond adquate for safeguarding 
the revenue involved? For example, in the case of B-2 bonds, while the amount of duty involved may be very high, the amount 
of security prescribed is only Rs. 1,000. Alternatively, and having regard to the fact that Central Excise Rules provide, 
inter alia , that for various offences, land, building, plant and machinery etc., can be attached and are also liable to confis¬ 
cation, would any difficulty be felt in ensuring safety of revenue otherwise than by the execution of bonds ? 

84. Would you recommend that in all cases of surety hond, the security required should be in the form of a 
guarantee from a scheduled bank, instead of personal surities whose solvency has to be verified year after year, giving rise 
sometimes to collusion between assessees and departmental Officers? 
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85. Is it necessary to continue the two types of bonds, as at present, namely, bonds with surety and bonds with security. 
Gan one of these be dispensed with generally or lor particular commodidites or purposes? 


XVI—LICENSING 

86. (i) Is the present procedure relating to grant and renewal of licuenses satisfactory? 

(ii) Would you recommend that licenses may be renewed for a period of more than one year at a time at the 
discretion of the licensee ? 

(iii) If so what should be the amount or scale of licence fee chargeable for the succeeding year/years. 

87. At present licence fee is payable in the form of Central Excise revenue stamps obtainable from a post office. 
Would yo u agree that a person applying for a licence or for renewal should have the option to pay the same into a Govern¬ 
ment treasury under the appropriate head of account? 

88. The scale of licence fees prescribed for manufacture of excisable goods ranges from Rs. 5 to Rs. 100 at present. 
These lees were prescribed several years ago. Would you recommend that they should be suitably enhanced and aslo 
that the five different slabs currently prescribed on the basis of the duty liability of the manufacturer should be reduced? 


XVII—MONTHLY/PERIODICALLY RETURNS & ACCOUNTS 

89. A point is often made that small scale producers find it difficult to maintain properly the various accounts 
prescribed or fill up the periodical returns required. Please indicate which particular account or return has presented 
difficulties in this behalf. What are your suggestions to overcome the difficulties felt ? 

90 (i) What is the normal time lay between the receipt of the R.T. 12 return and its finalisation? Have the 

augmentation of staff and provision of calculating machines to assessment group helped to cut down the delays in this behalf? 

(ii) Would you recommend that gate passes with reference to which this return is required to be checked may be 
sent by the assessees in weekly batches so that they can be checked pending receipt of the return and the account current 
after the close of the month? 

91. In some cases the new daily stock account prescribed in lieu of the old R.G.I. and E.B. 4 records excludes 
from accounting such goods as have already been manufactured or produced in terms of Section 3 of the Act but which are 
still in some stage of processing and have not entered the finishing room. For example, cloth at “off the loom stage” is consi¬ 
dered as manufactured and attracts the duty liability but it undergoes several processes such as bleaching, printing, dyeing 
etc. etc., before it reaches the finishing room. In all such cases, the new system would delay timely accountal of excisable 
goods and at the same time prevent accountability for losses claimed to have occurred in the preceding stages. Would you 
advise that in such cases accounts should continue to be maintained in the old R.G.I. and E.B. 4 forms or, alternatively the 
new form should be suitably modified to reflect the stock position right from the R.G.I, stage? 

92. It has been represented that the small scale sector finds it difficult to indicate the value of goods in the monthly 
Return in Form R.T. 12 where such goods are liable to specific rates of duty. 

(i) Would you recommend that this requirement should be-waived altogether? 

(ii) If not should it be waived for the small scale sector? 

93. On receipt of the monthly and quarterly returns, various formations are required to carry out detailed checks 
of gate pass documents, entries in account current, credits into treasuries etc. etc. on the scales laid down. How do the super¬ 
visory Officers ensure that checks on the prescribed scale have indeed been carried out? Would you recommend that (i) 
every document checked should bear an endorsement to that effect by the officer concerned, and/or (ii) a record of checks 
carried out should be maintained by each officer? 


XVIII—DUTY EXEMPTIONS AND CONCESSIONS 

94. Do you subscribe to the view that schemes of duty concessions and exemptions lead to or encourage evasion ? 
If so please indicate areas in which this is occurring. What safeguards, if any, would you recommend within the frame¬ 
work ofthe S.R.P. or outside it to prevent such evasion? 

95. It has been pointed out that exemption schemes lead to loss of revenue, defeat the objective of ensuring equality 
of taxation, encourage fragmentation of bigger units, retard growth, and produce consequences detrimental to efficiency and 
purity of administration apart from increasing the scope for evasion. 

(i) To what extent do you agree with this analysis? 

(ii) Would you recommend that such schemes should be totally scrapped or confined to certain specified areas 
or purposes ? 

(iii) If so, please indicate the areas and purposes you have in mind. 

96. Duty concessions are designed largely to help the small scale sector. The Central Excise Reorganisation Commit¬ 
tee (1963) had expressed the view that these concessions had been largely ineffective in their promotional effect. 

(i) Dou you agree? 

(ii) If so, does the position continue to be the same at present ? 
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97. (i) If you consider that fiscal concessions should continue to be available to the small scale sector, would 
you recommend that they should be confined to a properly defined small scale sector all along the line and not on the basis 
of diverse criteria differing from industry to industry ? 

(ii) Would you indicate how the small scale sector should be defined for purposes of excise duty concessions and also 
how the extent or quantum of concession should be determined? 

98. If you do not approve of the present scheme of duty exemptions, what alternative methods would you suggest 
for extending relief to the genuine small scale sector. 

XIX—COMPOUNDED LEVY SCHEMES 

99. Compounded levy schemes are designed to (i) relieve the small scale sector of the rigourous of normal excise 
control, (ii) provide some sort of a fiscal aid to the smaller units in the form of a lower duty incidence, and (iii) reduce adminis¬ 
trative costs and burden involved in controlling a large number of small units. Are these purposes served by the compounded 
levy schemes? 

100. At present compounded levy schemes are ‘optional’. Even though the duty incidence is appreciably lower 
than the incidence under the normal procedure and excise surveillance is practically absent, quite a few units entitle to opt 
for the compounded levey schemes still choose to operate under the normal procedure. 

(i) What in your opinion are the reasons for this? 

(ii) Has this tendency to operate under the normal procedure increased with the introduction of the S.R.P. ? 

(iii) Would you recommend that special procedures should be made compulsory for the units concerned ? 

101. Have compounded levy schemes led to proliferation of the small scale sector to the detriment of the organised 
sector or to fragmentation of the bigger units into smaller ones ? 

102. In certain countries, some industries are subjected to what is known as “capacity taxation” under which the duty 
liability of manufacturing units is fixed in advance, on an yearly basis, with reference to their production capacities deter¬ 
mined on the basis of the national av erage annual production, the pattern of production of the units concerned, the age 
and the peculiarities of machinery employed, general conditions of working in the areas in which the units are located etc., 
and is discharged by payment of the amount fixed in regular monthly instalments. Production in excess of notified capacities 
is exempt from paj ment of excise duty and abatement is also allowed for closures, breakdowns etc. This measure is said 
provide incentives to greater production, prevent harassment to the industry and eliminate evasion. 

(i) Do you consider it desirable and feasible for a similar scheme of taxation to be applied to industries in India? 

(ii) If so, which industries or sectors of industry would you want to be covered by the scheme? 

(iii) Please give details as to the basis of fixation of “production capacities” in such cases. 

XX-EXCISABLE COMMODITIES 

Sugar 

103. In sugar factories, samples of various intermediate sugar products and of final molasses are drawn frequently 
lor test and a technical return is also required to be submitted. What is the relevance of the checks in the context of the S.R.P. ? 
Do they serve a useful purpose? If so, would you agree that similar technical checks may be extended to other commodities 
which maybe amenable to similar control? Knot, would you recommend that these checks should be modified or dispensed 
with? 

Khandsari Sugar 

104. Presently, compounded levy on Khandsari sugar is related to the equipment employed and not the equipment 
installed. Does this, in your view, lead to evasion and loss of revenue, e.g. as a result of collusion between assessees and de¬ 
partmental officers ? Would you recommend that compounded levy rates should be related to equipment installed ? 

Petroleum Products 

165. Would you regard as satisfatory the present procedure for dealing with losses of petroleum products which 
occur in refineries and insallations and during transit therefrom, i.e. at various stages such as filling of petroleum into tank 
wagons/lorries, during transit under bond through pipelines from one storage tank to another, or from the refinery to the 
storage point and during storage? 

106. Classification of petroleum products in terms of the tariff is dependent upon such factors as flash point, flame 
height, colour specification, viscosity, bituminous center t etc., and in quite a few cases the line of demarcation between one 
product and another is very thin while the difference in the rates cf duty attracted by them is substantial. Can you suggest 
some simpler method of classification which would safeguard excise revenue and enable proper identification of the products ? 

Vegetable Product 

107. Vegetable product made solely from indigenous cotton seed oil or from a mixture of indigenous cotton seed oil 
and other oils is exempt from Central Excise duty tc the extent of Fs. 10.00 per quintal. As the duty concession is related 
directly to the cotton seed oil content of the admixture and the Chemical Examiner is not in a position to declare the degree 
of such content from an analysis of the mixture after it has been hydrogenated, the earlier procedures contemplated physical 
supervision at the stage of the admixture; this supervision has been dispensed with under the S.R.P. Has this led to an increase 
in the quantity of V.P. cleared at the concessional rate of duty and in the percentage of cotton seed oil claimed to have been used ? 
W hat measure, if any are taken to ensure that the duty concession admissible is not abused ? 
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108. The existing instructions provide that assessments of Vegetable product in terms of the concossion referred to in 
the preceding question will be treated as provisional and finalised at the end of the month. On what basis are such assess¬ 
ments finalised at present ? 

Paints and Varnishes 

109. In the tariff relating to Paints and Varnishes, several products are charged to duty on the basis of their volume 
while they are sold by weight. The normal procedure enjoined detailed checks not only on the tare of containers but on the 
equation between volume and weight of the various products concerned. Has the removal of these checks led to excess filling 
or increase the scope for evation of Central Excise duty? 

Patent or Proprietary Medicines 

110. Is classification of medicines as Patent or Proprietary medicines in terms of the description of the item and the 
Explanation given in the tariff presenting or giving rise to any practical difficulties? If so, what are your suggestions to over¬ 
come these difficulties? 

111. Is assessment of Patent or Proprietary medicines on the basis of discounted wholesale and retail prices working 
satisfactorily ? 

Paper 

112. (i) Are any difficulties being experienced in the matter of classification of different varieties of paper? 

(ii) What are these difficulties due to? 

(iii) How would you surmount them? 

Textiles 

113. Are the existing duty slabs based on count and denier in the case of yarns, encouraging the manufacture of 
marginal counts and leading to evasion of duty? If so, would you recommend any restructuring of existing slabs or adoption of 
any other measures which would minimise chances of evasion? 

114. Wastes arising as a result of various processes to which yarns are subjected are either exempt from duty or entitled 
to substantial duty relief. 

(i) Physical supervision having been completely dispensed with under the S.R.P., has the proportion of such duty-free 
or concessional clearances increased over time? 

(ii) If so, what measures would you suggest to ensure that only genuine wastes get the duty concessions admissible? 

115. Under cotton fabrics, cut pieces known as fents, rags and chindies which are damaged or sub-standard pieces (falling 
within certain specified lengths) arising during the normal weaving processing or packing operations are entitled to be cleared 
at ‘nil’or concessional rates of duty. In the absence of any checks under the S.R.P. on various manufacturing operations, the 
proportion of such cut pieces is stated to have increased. This is claimed to be true also of fents of art silk fabrics. What 
measures, if any, are taken at present to guard against evasion of duty by declaring good barics as fents, rags etc. or by deliberately 
cutting the fabrics into the lengths specified for claiming exemption or the concessional duty rates? 

116. Some fabrics, particularly art silk fabrics, are liable to substantial shrinkage as a result of the processing operations 
to which they are subjected before marketing. Prior to the introduction of the S.R.P. a ‘Record of Processing Losses’ was 
required to be maintained and the entries made therein were verified by the jurisdictional staff through physical experiments 
carried out by them from time to time. These checks have since been dispensed with. 

(i) Are processing establishments maintaining some record of processing losses on their own ? 

(ii) Does this record admit of comparison with the record of clearances and does it reveal an increase in the proportion 
of shrinkage after the introduction of the S.R.P.? 

117. Fabrics produced by powerlooms are sent to independent processors or composite mills for processing and on 
clearance pay the appropriate processing surcharge. It is alleged that, after the removal of physical controls, fabrics produced 
by composite mills which carry a substantially higher duty incidence are sometimes cleared as powerloom fabrics and duty evaded 
to that extent. Would you recommend that receipts of powerlooms fabrics for processing by composite mills should be subject to 
physical supervision or to the procedure provided for similar operations under the S.R.P., namely, intimation of receipt of 
such goods being provided to the proper officer within 24 hours of their arrival and their verification at his.discretion? 

Woollen Tam 

118. Shoddy yarn is chargeable to duty at a rate which is substantially lower than the duty on other varieties of 
woollen yarn, from which it is indistinguishable after spinning. Have clearances of shoddy yarn increased since the introduction 
of the S.R.P.? Would you recommend that mixing of wool prior to spinning should be supervised? 

Matches 

119. Prior to August, 1968, every box or booklet of matches issued from a factory for home consumption was required 
to bear a banderol of a value corresponding to the rate of duty payable. It is reported that, with the discontinuance of band¬ 
erolling and introduction of the Self Removal Procedure, Central Excise duty is being widely evaded, particularly by the small 
scale sector of the industry. Do you agree with this view ? Having regard to the fact that costs of printing, storage, distribution 
and sale of match banderols, and their application by the industry are substantial and also that there have been several instances 
of the use of forged banderols in the past, would you recommend that banderolling of match boxes should be re-introduced with 
or without the physical checks applicable to the match industry before the introduction of the S.R.P. ? Alternatively, ie. if 
banderolling not reintroduced, would you recommend the application of the older procedure of physical control to the match 
industry in the manner in which it was generally applicable to other commodities? If you think physical control should be 
made applicable with certain modifications, please indicate what the modifications should be. 
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XXI—ORGANISATIONAL AND ADMINISTRATIVE SET UP 

General 

121. (i) In your opinion, is the existing organisational and administrative set up of the Department concerned with 
the levy and collection of Central Excise duties under the Self Removal Procedure, adequate for the discharge of the various 
functions assigned to it at present ? Further, is it adequate from the view point of the functions which it is likely to be called upon 
to assume in order to meet the growing needs of the industry which arise not only from increased output, but from diversification of 
production and advances in the field of technology ? 

(ii) If not, what reorganisation and changes in the present administrative set up would you recommend ? 

122. Officers of the Central Excise Department are required to perform certain functions outside the scope of the Central 
Excise Law; these include administration of minor ports, land customs frontiers in the country, air customs at several places, Gold 
Control Act and collection of travel tax and commodity cesses. To what extent are these functions similar or allied to functions 
under the Central Excise Law and what is your assessment of the performance of these functions by Central Excise Officers? 

123. Has the withdrawal of physical control from the factories created any problems or difficulties for the industry? 
Are clarifications on points of law and procedure, which could be obtained under the normal procedure from the resident 
staff, readily available under the new scheme of control? 

124. (i) What, in your opinion, are the considerations on which Collectorates of Central Excise should be delimited? 

(ii) Do you subscribe to the view that a Collectorate should be a settled territorial jurisdiction which should not be changed 
from time to time, variations in work load being taken care of by induction/withdrawal of staff at lower levels? 

(iii) If so, what precisely should be the role of the Collector in this set up? 

(iv) Is the present delimitation of Collectorates satisfactory? 

125. Have you any comments on the headquarters organisation of the Collector? Is the present distribution 
of work among various officers and branches satisfactory, keeping in view the changes brought about after the introduction of 
the S.R.P. and the various agency functions entrusted to the Central Excise Department? 

126. Do you have any observations to offer on the existing organisational and administrative set up of the Divisional 
Offices? Is the present set up suited to the needs of the Self Removal Procedure and consequential change in the role of 
Central Excise Officers ? 

127. Divisions are presently organised on either functional or territorial basis. Has this led to any practical difficulties 
particularly in relation to units producing a number of excisable goods falling within the jurisdiction of different divisions? 

128. Would you advocate that Divisions should be smaller and more compact than'they are at resent with a view to 
affording greater personalised attention to the problems of the industry ? 

129. (i) What do you think of the pattern and working of field formations evolved after the introduction of the S.R.P. ? 

(ii) Does the new pattern represent an improvement over that in vogue under the earlier system of physical control? 

(iii) Is it sufficiently flexible to absorb or take care of changes which are likely to be necessitated from time to time in the 
administration of excise levies as a result of technological and other improvements in the methods of production and of accounting 
followed by the industry? 


XXII—ASSESSMENT RANGES. 


130. (i) Are assessment ranges adequately staffed? 

(ii) Have their duties and responsibilities been clearly and specifically defined? 

(iii) Is the scale of checks laid down for them realistic from the point of view of security of revenue and expeditious finali¬ 
sation of assessments? Is any relaxation or reduction of the present scale of checks called for at the level of the Supervisory 
Officers ? 

(iv) Is proper liaison maintained between them and the other groups/parties functioning in the same jurisdiction? 

(v) Would you like to make any suggestions regarding their composition and pattern of working with a view to improving 
their performance? 

131. (i) Has the provision of calculating machines facilitated the carrying out of various documentary checks 
prescribed in relation to gate passes, entries in Personal Ledger Accounts and monthly and periodical returns? 

fii) Having regard to the number of entiies to be checked, particularly in areas with a concentration of big industrial units 
would you recommend that such checks should be computerised ? Do you have any ideas about the feasilbility of computerising 
such checks ? 


132. (i) Is the Random Sampling method followed where documents are required to be checked at the supervisory level 

on a percentage basis ? ' 


(ii) If not, how are documents selected for the purpose ? 
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XXIII — INSPECTION GROUPS 

133. It is said that in the present scheme of things adequate liaison or communication between the assessment range 
and inspection group is occasionally lacking. Would it be desirable in your opinion combine the two into a single homogenous 
unit with a view to (i) fixing responsibility and (ii) achieving greater efficiency ? 

134. (i) How is the scheme of concurrent working of assessment ranges and inspection groups, reported to have been 
introduced in respcect of bigger units functioning ? 

(ii) Would you like this scheme to be introduced for medium and small units ? 

135. (i) Is the present frequency of inspections prescribed inadequate/excessive for the medium and the small scale sectors 
of the industry ? 

(ii) Please indicate why you consider the frequency of inspections to be excessive cr inadequate . 

136. Several detailed checks are required to be performed by inspection groups at the time of their visits to the factories, 
(i) Are all these checks desirable and feassible ? 

(ii) Would you like the scale of these checks to be varied for organised and unorganised or small scale sector of the 
industry ? 

137. Is there any duplication or overlapping in the matter of checks carried out by inspection groups/assessment ranges/ 
preventive parties/internal audit parties? Please give instances of such duplication and your suggestions for avoiding the same 
where necessary. 

138. Have you an} comments on the quality of the inspection notes issued by the inspection group ? Are the notes 
receiving proper attention at the hands of the Assistant Collectors concerned and are the disscrepancies pointed 
out therein being promptly rectified by the assessment ranges ? 


XXIV - INTERNAL AUDIT PARTIES 

139. (i) What is your assessment of the role and utility of internal audit parties ? 

(ii) Are they really necessary and useful, particularly having regard to the fact that full scale audit is carried out by audit 
parties deputed by the Accountant General ? 

(iii) If so, would you recommend that they should consist of personnel possessing a certain standard of technical know¬ 
how in the field of accounts ? Please describe the standard you expect. 

140. (i) If internal audit parties are necessary, what should be the periodicity of audit by them ? 

(ii) Should periodicity be different for units falling in different sectors or producing different excisable goods ? 

(iii On what considerations should selection of units be based for purposes of audit ? 

(iv) Would you recommend that periodicity of audit should take into account the period of limitation provided 
under rule 173-J of the Central Excise Rules ? 

XXV — ADJUDICATIONS, APPEALS & REVISIONS 


141. (i) Do you think the powers presently conferred on various officers for adjudication of offences are satisfactory ? 

(ii) Would you like these powers to be suitably enhanced so far as value of goods liable to confiscation is concerned, and/or 
in the matter of imposition of penalties ? 

142. (i) Is the present pace of disposal of offence cases at all levels satisfactory ? 

(ii) If not, what are the reasons for delay in disposals and what are the stages at which cases are held up ? 

143. Would you suggest that functions relating to adjudication of offences should be separated from the executive and 
entrusted to an independent hierarchy at various levels, in order to evoke greater confidence from the industry and bring 
about the requisite objectivity and specialisation ? 

144. The appellate jut isdiction of Deputy Collectors and Collectors under the Central Excise Law has recently been 
transferred to Appellate Collectors. 

(i) How was the industry reacted to this change ? 

(ii) Has this posed any difficulty in cases of disputed classification and valuation etc. under the S.R.P. which until 
recently were decided by the Deputy Collector/Callector concerned, but would now fall within the jurisdiction of an Appellate 
Collector ? 

145. Have you any comments on the present arrangements under which appeals against the original orders of Collectoi 
are heard and disposed of by the Central Board of Excise & Customs ? 

146. Have you any comments on the present arrangements under which revision applications against orders-in-appeal 
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147. Would you recommend that the institution of Tribunals should be introduced in the Central Excise Department 
vested with appellate and revisionary powers ? If so, at what level should such tribunals be constituted and what should be 
their functions ? 


XXVI—OFFENCES 

148. By way of an essential revenue safeguard, penal provisions for unauthorised removal of goods or other contraven¬ 
tions of the rules with intent to evade payment of duty have been made more stringent. To what extent have these provisions 
been invoked after the introduction of the S.F .P. ? 

149. At present the jurisdiction of officers for adjudication of offences is determined with reference to the value of goods 
liable to confiscation. Under the S.R.P. clearance of goods without payment of duty is, in the majority of cases, discovered at a 
stage when the goods are not available for seizure or confiscation. 

(i) How is the jurisdiction of officers determined in such cases ? 

(ii) Is it a fact that such cases are decided at the level of the Superintendent or the Assistant Collector even though the 
value of goods on which duty is evaded is far in excess of the limits laid down ? 

(iii) If so, would you recommend that powers of adjudication should be related to the value of goods involved (and 
not liable to confiscation) or to the amount of duty evaded ? 

150. (i) Are legal branches provided in the Collectorate headquarters organisation adequately equipped for handling 
legal work arising out of court cases and for tendering advice on matters which are referred to the Collector and involve inter¬ 
pretation of law ? 

(ii) What are your suggestions for improving the wot king of these branches ? 

151. Are existing arrrangements for custody and disposal of seized and confiscated goods satisfactory ? 


XXVII — REFUNDS 

152. (i) Are claims for refund settled promptly by the Department ? 

(ii) If not what, in your opinion, are the reasons responsible for delay ? 

153. Even where refunds are sanctioned through orders-in-appeal or revision, the parties concerned are retmired to 
prefer a formal refund claim before a cheque for the amount is issued to them. Is it not feasible in such cases to provide that the 
refund sanctioned will be available to the party straight away without his having to apply for it ? 

XXVIII — ARREARS OF REVENUE 

154. (i) Have arrears of revenue increased after the introduction of the S.R.P. ? 

(ii) To what extent are they attributable to the special features of the S.R.P. Scheme ? 

155. (i) Are provisions under Section 11 of the Central Excise and Salt Act, 1944 regarding attachment and sale of ex¬ 
cisable goods and Rule 230 of the Central Excise Rules regarding detention of goods, plant and machinery etc. adequate for 
purposes of recovery of sums due to Government on account of duty ? 

(ii) To what extent have these provisions been invoked for liquidation of arrears ? 

156. (i) Is the progress of realisation of Central Excise arrears through district authorities, on the basis of certificates 
issued under Section 11 of the Central Excises & Salt Act as arrears of land revenue, satisfactory ? 

(ii) If pot, what alternative measures or modifications in the existing procedure for such recoveries would you propose? 


XXIX — MANAGEMENT IMPROVEMENT 

157. Is the present cadre composition in the Central Excis Department satisfactory from the point of view of efficiency, 
chances of promotion and general satisfaction of service Officers in all grades ? 

158. How in your view can the utility of the Class IV staff be improved, keeping in view the changes brought about by 
the S.R.P. ? 

159. Several departments of the Government of India have wellare schemes of their own for the benefit of their em¬ 
ployees, such as medical facilities, educational institutions, holiday homes, transit camps and residential accommodation. Would 
you recommend that such welfare schemes should also be extended to the Central Excise Officers ? 

160. (i) Dou you think the existing ‘public relations’ arrangements between the department and the assessees satisfac¬ 
tory ? 

(ii) Are Public Relations Officers provided in Collectorates and Divisional Offices, and do adequate arrangements exist 
for proper reception of visitors and attention to their needs ? 

161. (i) Are the facilities available at present for the training of officers in various grades satisfactory ? 

(ii) Do the training arrangements take into account the importance of the personnel being technically equipped to dis¬ 
charge adequately the responsibilities expected of them under the S.R.P. ? 
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XXX— CUSTOMS AND CENTRAL EXCISE ADVISORY COUNCIL AND REGIONAL ADVISORY 

COMMITTEES 

162. (i) To what extent have Regional Advisory Committees succeeded in resolving procedural and other difficulties 
by providing a forum for mutual discussions between the Officers of the Central Excise Department and the representatives of 
industry and trade ? 

(ii) Have you any observation to make on the constitution and composition of the Regional Advisory Committees? 
Do you have any suggestions for the improvement of their working ? 

163, (i) What is your assessment of the usefulness of the Customs and Central Excise Advisory Council in providing an 
effective forum at the Centre for the purpose of resolving Centra! Excise problems, on an all-India basis, at the highest level? 

(ii! Do you have any observation to make on the constitution and composition of the Advisory Council? Do you wish 
to make any suggestions for the improvement of its working ? 


XXXI — MISCELLANEOUS 


164 (i) Has tits introduction of the S.R.P. led to a lessening of the Administrative burden (a) on the department, anti 
(bl on the licensees 

(ii! Has the cost of collection of excisable commodities covered by the S.R.P. increased or declined ? 

(iii) Do you have any suggestions to oiler for reducing the present administrative burden and costs ? 

165. Arc: you satisfied with the present procedure for drawal of samples for chemical and other tests ? 

(i) What do you think of the role and functioning of departmental laboratories ? 

(ii) Are they adequately and properly equipped to tender advice on the composition of goods covered by the Cen¬ 
tral Excise tariff ? 

(iii) If not, would you recommend that they should be suitably expanded in personnel and equipment ? 

(iv) Alternatively, should their role be confined to a limited and properly defined sphere, it being understood that 
for advice on matters falling outside that sphere, ihe department would resort to other institutions possessing the necessary 
expertise. ? 

166. (i) What checks if any, are exercised on units operating in the exempted sector, i.e. units producing excisable goods 
which are exempted from payment of duty with or without any conditions or limitations ? 

(ii) Are these checks adequate from the point of view nfserurity of revenue ? 

(iii) Are they unduly restrictive in their scope ? 

(iv) What modifications if any would you suggest in this behalf? 

167. What to you think of the proposal made some time ago that a Central Exchange should be constituted on an 
all-India basis to examine problems of classification and/or valuation and to provide necessary guidance and co-ordination to 
the special cells set-up at Collertorate headquarters 

168. Are you satisfied with the present arrangements for supply of departmental books and publications ? 

169. (i) Are you satisfied with the present system of issue of Trade notices? 

\ 

(ii) Do arrangements exist for their prompt transmission to the industry ? 

(iii) Would you suggest that a Central Excise Tariff Guide should be compiled on the lines of the Indian Customs Tariff 
Guide and published at suitable intervals for convenience of departmental officers and the industry? 

170. (i) What is the pace of disposal of revenue audit objections received from the Accountants General and draft para¬ 
graphs received from the Comptroller & Auditor General of India ? 

(ii) What suggestions, if any, would you make to reduce the number of such objections or to settle them expeditiously ? 

171. Have any difficulties been experienced by the industry in respect of clearances required on the’Budget day and after 
6 p.m. on the day preceding the presentation of the Budget? Would you advocate any changes in the existing procedure for 
taking such clearances ? 


XXXII - CONCLUDING 

172. Are there any matters germane to the objectives of the investigation entrusted to the Committee which have not been 
included in the preceding questions but on which you would like to offer your views? If so, please indicate the items and give 
your suggestions. 
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ANNexURE 

A BRIEF OUTLINE OF THE SELF-REMOVAL PROCEDURE 


The beginnings ol’ the Self-Removal Procedure can be traced back to June, 1962 when the Central Board of Revenue 
assumed the power to allow any manufacturer to deliver the excisable goods produced by him without the normal physical 
checks prescribed by the Central Excise Rules and introduced what is commonly known as the ‘Audit Type of Control’ for 
manufacturers of certain specified commodities. Under the audit type of control the producers were required to— 

(i) maintain a Personal Ledger Account with adequte balance to their credit to cover the full duty liability on clearances 

taken by them; 

(ii) take all clearances on gale passes issued by them without countersignature of the Central Excise Officer concerned; 

(iii) maintain a number of simplified records; and 

(iv) submit certain prescribed weekly and monthly returns. 

2. The new procedure was, however, optional and, as already stated, applied to a limited number of commodities. Clear¬ 
ances for export, whether under claim for rebate of duty or under bond, and certain other operations also fell outside its purview. 
The bulk of the commodities covered by the Centra) Excise tariff continued to be regulated by the standard procedure under 
which various operations ol manufacture, storage, processing and removal of goods were subject to physical supervision or con¬ 
trol. 


3. While introducing the Central Budget for 1968, the Deputy Prime Minister announced that with a view to giving relief 
to the trade and industry “it had been decided to extend the system of self assessment to all manufacturers, big and small, making 
exception in respect of a few excisable commodities only which presented complications in assessment or where there was sub¬ 
stantial movement in bond.” The procedure introduced came to be known as the Self Removal Procedure and was applied 
compulsorily with effect from 1-6-1968 to 69 out o! 73 commodities then covered by the Central Excise tariff. Later, i.e. on 
1-8-1969, the procedure was extended to the remaining commodities also with the exception of unmanufactured tobacco. This 
procedure has the same broad features as the audit lype of control; however, an attempt has been made to standardise and 
streamline its various aspects and to provide for a series of direct and indirect checks in rclaion to raw material consumed, goods 
produced and cleared, and records and documents maintained. The assessces are required to submit to the jurisdictional Super¬ 
intendent of Central Excise for approval a classification list indicating, in terms of the Central Excise tariff, full description 
of the goods produced by them and the corresponding item of the tariff under which the goods fall and also a price list, 
in respect of goods assessable at ad valorem rates of duly, giving separately for each product, its value for purposes of assessment 
In the case of certain complicated items the classification list is required to be approved by a senior officer ol the status of Assis¬ 
tant Collector. The assessees are obliged to maintain a Personal Ledger Account with the Department with enough balance 
to their credit to cover the duty liability on clearances required by them, srfd excisable goods can be removed on the basis 
of approved classification and price list on the strength of gate passes issued by the assessees themselves without countersignature 
by a Central Excise Officer, after the duty due thereon has been determined and debited to the. Personal Ledger Account. 
Physical supervision and checks prescribed under the normal procedure have been largely dispensed with. The assessees are 
also required to submit a monthly return accompanied by the prescribed documents viz., gate pass, personal ledger account, 
treasury challans etc. for post facto verification of the correctness of the duty liability determined and paid by them. _ The pro¬ 
cedure further provides for periodical inspection of accounts. Stringent punishments have been laid down for violation of 
the Act and the Rules. To guard against clandestine removals preventive activities have been intensified. Officers above a 
certain level have been empowered to compute production indirectly from raw materials/intermediates consumed in the manu¬ 
facture of excisable goods and to make best judgment assessments on that basis. The administrative set up responsible for ad¬ 
ministering the Self Removal Procedure consists of (I) assessment ranges, (ii) inspection groups, and (iii) preventive parties. 
Accounts maintained by the assessees arc also subject to audit by internal audit parties and by revenue audit parties of the Ac¬ 
countant General concerned. 





ANNEXURE3 


SUPPLEMENTARY QUESTIONNAIRE 

INTRODUCTORY 

This questionnaire is being issued as a supplement lo the main Questionnaire dated the 5th April, 1972 already circu¬ 
ited by the Committee and is designed to elicit information largely on matters ot policy having a bearing on the organisational 
ud administrative set up ot the Central Excise Department. 

2. It is intended for limited circulation. 

3. Some of the issues raised are coicred by the earlier questionnaire also and would need to be considered in conjunction 
herewith. For facility of reference, questions dealing with some of the important organisational and administrative matters 
fready included in the main questionnaire are appended as Anncxure. 


1. It would be appreciated if replies are scat to the Committee by 15th August, 1972. 
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SUPPLEMENTARY QUESTIONNAIRE 

1. CENTRAL BOARD OF EXCISE & CUSTOMS 

1. What are your views about the present constitution of the Central Board of Excise and Customs which functions on the 
one side as a part of the Ministry of Finance, its Chairman and Members being ex officio Additional Secretary and Joint Secre¬ 
taries to the Government of India, and on the other as the chief revenue and administrative authority of the Central Excise & 
Customs Department ? 

2. What is the role assigned by statute or otherwise to the Board in the matter of formulation of fiscal policies related to 
excise and customs ? And what, in actual practice, is the extent of its participation or involvement in such policy formulations ? 

3. It has often been suggested that tax administration as such should be separated from the framing of tax policy and that 
the two Boards concerned with direct and indirect taxes should be reconstituted as independent and autonomous organisations 
concerned primarily with tax administration. Do you subscribe to this view ? 

4. The earlier Central Board of Revenue was bifurcated into two Boards because among other things it was considered 
that there was little similarity between direct and indirect taxes. It can be argued that Customs and Excise duties also have 
several dissimilarities in both concept and procedures. Would you on this ground recommend that there should be separate 
Boards , dealing with Customs and Central Excise duties ? 

5. What is the present strength of the Board and how are appointments thereto made? Do the appoinments made or 
the present composition of the Board reflect the relative importance or strength of the two departments coming within its purview ? 

6. Have any rules been made for the purpose of regulating transaction of business by the Board? Does it function gene¬ 
rally or in particular spheres in a joint or collective capacity? If so, how often does it meet and what are the items of work 
which are earmarked for discussion or consideration in such meetings. Where Members act in their individual capacity in respect 
of the subjects allotted to them, to whom are they responsible for their action ? 

7. In the present scheme of working of the Board, all officers dealing with administration, at the level of the Deputy Secre¬ 
tary and the Under Secretary are drawn from the Indian Administrative Service or other Central Services while Deputy Secre¬ 
taries or Under Secretaries required for technical work come from the field formations of the two departments of Customs and 
Excise. At the lower rungs, the personnel in various branches belong largely to the Central Secretariat Service even though 
they have to deal with highly technial references. ' Is this arrangement satisfactory ? 

8. The Narcotics Department is also administered by the Central Board of Excise & Customs. What precisely is the 
status of this department in the matter of organisation, cadre composition, recruitment policies, promotion to various grades and 
other allied matters vis-a-vis the Customs and the Central Excise Departments ? 

9. Does the Board maintain liaison with other departments and ministries and State Governments with a view to collecting 
or exchanging information on matters having a bearing on tax policy and enforcement of tax laws? If so, kir.dly give details ol 
the liaison maintained. 

10. The taxation Enquiry Commission had recommended the setting up of a Tax Research Bureau to study the tax system 
as a whole, to keep under review the main developments in foreign tax systems, to serve as a coordinating agency for tax statistics, 
to take steps to improve statistics for purposes of fiscal analysis, to undertake, special inquiries relating to the working of particular- 
taxes, to study the impact of taxes on commodities and tire overlap that may arise between Central and State commodity taxa¬ 
tion etc. Is the existing organisation of the Board concerned with tax research and planning adequate for these jobs? What 
are the functions performed by the Tax Research Unit at present ? 

11. The role of the Central Excise Department is becoming increasingly Important and the scope of its work constantly 
expanding. The organisation of the Department and the procedures prescribed have also, therefore, undergone changes from 
time to time. In view of these considerations, does the Department have an agency which carries out a review of the efficacy 
of the various procedures laid down, and of the adequacy or otherwise of the organisational pattern adopted? 


2. PERSONNEL POLICY AND RECRUITMENT 

12. What is the present composition of various cadres in the Central Excise Department ? How are recruitment to various 
grades and promotions regulated? What are the educational or technical qualifications taken into account before recruitments 
are made to various grades? Have any rules been framed in this behalf? Do you consider the present personnel policy of the 
Government adequate from the point of view of achieving reasonable standards of efficiency at all levels and securing to the 
personnel concerned in. all grades (a) reasonable promotion prospects, (b) adequate direction and control by supervistry 
officers, and (c) a sense of satisfaction in working conditions ? 

13. It has been represented to the Committee that there is acute stagnation in the grade of Inspectors in several Collec- 
torates and that over time serious disparities have developed in promotion pospects in different regions. Is this correct.’ If so, 
factual details of such disparities may'kindly be provided. Do you consider the situation remediable ? 

14. Are vacancies in various cadres filled expeditiously? Kindly give statistics of vacancies existing in the Department 
as on 1-1-1972 in various service grades together with the dates on which those vacancies arose and the circumstances under 
which they remained unfilled. 

15. The Central Excise and Customs Services were integrated at the Class I level sometime during 1959. What is your 
experience of the working of the integrated service? What has been the scale of exchange between officers of the two ser¬ 
vices at various levels ? 

IF. It has been argued that a logical corollary to the integration of services at the Class I level would be to extend the 
same to other coders. What are the factor’s or circumstances on account of which this has not come about so far ? 



3. DIRECTORATES OF INSPECTION, TRAINING AND OTHER INSTITUTIONS 


17. Is the existing organisational and administrative set up of the Directorate of Inspection (Customs and Central Excise) 
including its regional units adequate for discharging the functions assigned to it ? 

18. The Directorate is at present manned by officers drawn from the same general cadres as the officers in field. Since 
the Directorate is supposed to tender advice to the Hoard on all technical matt.as, which arc getiing more and more compli¬ 
cated, do you think that the Directorate as at present constituted possesses the neceassry expertise and technical know-how to 
discharge that function ? 

Would you recommend that having regard to the nature and functions assigned to the Directorate, it should have a sepa¬ 
rate and independent cadre of its own to which only technically qualified personnel are appointed ? 

19. Do you think routine inspections of field formations and Divisional and Collectorate offices should be a function of 
tile Directorate of Inspection? What is your assessment of the utility of such inspections? 

20. Want is your assessment of the actual working, since their inception, of the Central Training Institute in 
Delhi and the three Regional Training Institutes in Bombay, Calcutta and Madras? 

21. Having regard to the fact that the Central Excise Department alone has a strength of more than 22,000 officers in 
Classes I, II and III, are the facilities presently available adequate to provide one initial and at least one refresher training to 
each of these officers ? If not, what are Government’s plans for expanding these facilities ? On what basis are individual officers 
selected for training ? 

22. It has been suggested that the facilities for lodging and boarding available at the Central Institute, which have to.be 
paid for by the trainees, are relatively expensive and sometimes discourage officers from joining the training courses. Considering 
the importance of training, would you recommend that the training institutes concerned should be residential in character 
should be suitably subsidised by Government ? 

23. It is understood that preventive training centres have been opened all over the country to impart intensive training 
to staff engaged in anti-smuggling work. What is the nature of the training imparted at these centres? Does it covet tvaining 
in methods of detection and prevention of evasion under the Central Excise law particularly in the wake of the SRP ? 

24. What is your assessment of the usefulness of the Statistics and Intelligence Branch ? Is any expansion in its existing 
role of compilation or consolidation of statistics called for? If so, what are the enlarged functions and corresponding set up 
you envisage for this organisation ? 

2 "). What is your assessment of the working of the institution of Appellate Collectors of Central Excise recently created 
by the Government ? Has it led to more expeditious disposal of appeals and to greater objectivity and independence in decisions ? 
Is the present strength of Appellate Collectors adeqauate to deal with the workload involved ? Have any norms of disposal 
been laid down for Appellate Collectors ? 

2fi. What are your views regarding the adequacy of the present: machinery for disposal of revision applications filed against 
orders-in-appeal passed by the Appellate Collectors of Central Excise? Please give your suggestions, if any. in this connection, 
having regard to the importance of the issues raised and the fart that substantial amounts of revenue are involved in such cases. 

27. The “internal audit” organisation of the Central Excise Department has been criticised from time to time as ina¬ 
dequate. What are your shews on this and on the proposal that the Department should have a full-fledged 'Directorate ol 
Audit’ which will streamline the functioning of the existing audit parties and provide the necessary coordination? If you agree 
with the proposal, what in your view should be the scope and composition of the Directorate ? 

28. What is your assessment of the role of the institution of Chief Accounts Officei and his staff in the context of the 

SRP ? 


1. VIGILANCE. INTELLIGENCE AND PREVENTIVE SET-UP 

29. Do you have a Central agency for collection and coordination of intelligence relating to offences, under the Central 
Excise law ? With the transfer the Directotate of Revenue Intelligence to the Department of Personnel laid with the func¬ 
tioning of that organisation being devoted largely to customs offences, would you advocate the constitution of a separate Direc¬ 
torate of Intelligence or Investigation as in the Income-tax Department to undertake these functions ? 

30. What is your assessment of the scope and extent of corruption in the Central Excise Department? Is the existing 

vigilance organisation of the department adequate ? Please furnish figures of the present pendency of vigilance cases, with a 
break up in terms of the years to which the cases relate and the grades to which officers involved belong ? 

31. Has the number of vigilance cases increased after introduct ion of the SRP ? If so, what in your view are the, reason 

for the increase? To what extent is the increase attributable to the SRP ? 

32. Please furnish a brief account of the Preventive and Intelligence organisation as it obtained before the introduction 
of the SRP and as it iias been modified since then, ts the existing set up adequate from the point of view of (a) strength 
of personnel, (b) outfit and equipment including trasnsport, (c) training in methods of collection of intelligence and acting cm 
that intelligence, and (d) follow up action after detection of offences ? 

33. Preventive parties at: Collectorate and Divisional levels are charged with all preventive activities including those 

relating to unmanufactured tobacco, customs and gold control. It is said that these parties have a tendency to concentrate on 

customs and gold control work to the detriment of preventive work pertaining to manufactured excises. Is this so and why? 
Would you suggest that some of the preventive parties should be exclusively constituted for surveillance on commodities covered 
by the SRP ? 
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34. Are preventive parties exercising adequate checks on exempted units and units working under compounded levy 
schemes ? 

35. What is the present system of collection of intelligence ? Are adequate funds placed at the disposal of Collectors, 
Assistant Collectors and other Officers for purchase of information regarding Central Excise offences? What has been the ex¬ 
penditure incurred on purchase of information since 1965-66? Are the existing limitations on use of these funds unduly restric¬ 
tive and such as to defeat the main purpose of getting useful, prompt and accurate information ? 

36. What is your assessment of the role of informers in detection of evasion of Central Excise revenue? In how many 
offence cases registered after the introduction of SRP was detection based on intelligence gathered from informers ? 

37. Are preventive parties provided with funds which they can use for nursing informers and meeting other sundry items 
of expenditure? What has been the expenditure incurred on this account since 1965-66? if preventive officers are expected 
to incur such expenditure themselves and then claim reimbursement, what is the average time lag between the receipt of such 
claims and their actual reimbursement ? 

38. Are the present reward rules sufficiently attractive for informers and officers engaged on detection of offences? A 
point has been made that there are serious limitat ions on the powers of officers to sanction advance payments of rewards to 
informers and that this acts as a disincentive to preventive activity. Do you think the existing powers shoud be liberalised and 
if so, to what extent ? 

39. Do the existing reward rules provide for payment of rewards (including advance rewards) in cases in which no contra¬ 
band goods are physically seized but in which duty evasion has been detected on the basis of information supplied ? II so, how 
is the quantum of rewards determined in such cases ? 

40. In view of the fact that preventive jobs involve an element of personnel hazard, and call for a certain degree oi 
intelligence, initiative and resourcefulness, in addition to a Hair for the work, would you propose that preventive officer should 
constitute a separate cadre altogether, with personnel specially selected and trained, and with pay scales and other emolu¬ 
ments commensurate with the type and quality of work expected of them ? 


5. MISCELLANEOUS 

41. In addition to their normal duties under the Central Excise law, Central Excise officers are also entrusted with several 
agency functions which they perform on behalf of the Customs Department, the Gold Control Administration and under 
various other enactments. A point has been made that Central Excise officers are not properly and adequately equipped to 
carry out such functions and except where staff has been posted exclusively for these jobs, the extra duties involved are 
performed at the cost of their legitimate functions under the Central Excise law. Do you subsc:ibe to this view? If so, what 
remedial measures would you suggest to meet the situation ? 

42. What is Government’s policy in the matter of providing (a) Government owned accommodation to all Central Excise 
offices including field formations, and (b) Government residential accommodation to Central Excise Officers at all levels? To 
what extent have the relevant requirements for office purposes been met by Government accommodation ? Likewise, what 
proportion of the total establishment in the Central Excise Department has been allotted Government owned residential accom¬ 
modation ? 

43. Are existing designations for various grades of appointments in the Central Excise Department suitable? Would 
yon suggest any changes therein ? 

44. What is your experience of the day-to-day working of the SRP since its inception in 1968? . Is the trade sufficiently 
responsive to the needs and requirements of the procedure and do they aflord the necessary cooperation to Government agencies, 
in the matter of scrutiny of accounts and in carrying out the necessary transit checks etc? Likewise, are departmental officers 
helpful in providing the trade necessary guidance in understanding the detailed requirements of the procedute ? 

45. The primary unit in the present organisational set up of the Central Excise Department seems to be the ‘Assessment 
Range’, which apart from approval of classification and price lists lias to carry out a number of duties. Are assessment 
Ranges adequately equipped from the point of view of ministerial staff, typewriters, imprest for incurring contingent 
expenditure, mobility of transport etc. ? 

46. The Department has prescribed unifoims for all officers of and up the level of Assistant Collectors of Central Excise, 
Do you consider that the wearing of uniforms has added to the efficiency of the officers or is otherwise desirable or 
necessary ** Does the change of situation brought about the SRP make any difference in this respect? Are the allowances 
paid for the initial outfit and for itr upkeep adequate? 

47. As presently structured, Central Excise Tariff has numerous classifications, sub-classifications and exemptions, based 
on diverse criteria, it has been suggested that the administration of excise levies generally—and the implementation of the SRP 
in particular—would greatly improve if this structure was simplified. Do you agree? Kindly elaborate your views on 
this point. 

48. Are there any suggestions, general or particular, which you would make in regaid to the improvement of the effi¬ 
ciency of the department, including its discipline, morale and public relations ? 
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XXX—ORGANISATIONAL AND ADMINISTRATIVE SET UP 

General 

121. (i) In your opinion, is the existing organisational and administrative set up of the Department concerned with the levy 
and collection of Central Excise duties under the Self Removal Procedure, adequate for the discharge of the various functions 
assigned to it at present ? Further, is it adequate from the viewpoint of the functions which it is likely to be called upon to as¬ 
sume in order to meet the growing needs of the industry which arise not only from increased output, but from diversification of 
production and advances in the field of technology? 

(ii) If not, what reorganisation and changes in the present administrative set up would you recommend ? 

122. Officers of the Central Excise Department are required to perform certain functions outside the scope of the Central 
Excise law; these include administration of minor ports, land Customs frontiers in the country, air customs at several places. 
Gold Control Act and collection of travel tax and commodity cesses. To what extent are these functions similar or allied to 
functions under the Central Excise Law and what is your assessment of the performance of these functions by the Central Excise 
officers ? 

123. Has the withdrawal of physical control from the factories created any problems or difficulties for the industry? Are 
clarifications on points of law and procedure, which could be obtained under the normal procedure from the resident staff readily 
available under the new scheme of control? 

121. (i) What, in your opinion, are the considerations on which Collectorates of Central Excise should be delimited? 

(ii) Do you subscribe to the view that a Collectorate should be a settled territorial jurisdiction which should not be chan¬ 
ged from time to time, variations in work load being taken care of by induction/withdrawal of staff at lower levels ? 

(iii) If so, what precisely should be the role of the Collector in this set up ? 

(iv) Is the present delimitation of Collectorates satisfactory? 

125. Have you any comments on the headquarters organisation of the Collector? Is the present distribution of work among 
various officers and branches satisfactory, keeping in view the changes brought about after the introduction of the SRP and the 
various agency functions entrusted to the Central Excise Department? 

126. Do you have any observations to offer on the existing organisational and administrative set up of the Divisional Officers? 
Is the present set up suited to the needs of the Self Removal Procedure and consequential change in the role of Central Excise 
officers? 

127. Divisions are presently organised on either functional or territorial basis. Has this led to any practical difficulties, parti¬ 
cularly in relation to units producing a number of excisable goods falling within the jurisdiction of different divisions? 

128. Would you advocate that Divisions should be smaller and more compact than they are at present with a view to affording 

greater personalised attention to the problems of the industry ? 

129. (i) What do you think of the pattern and working of field formations evolved after the introduction of the SRP? 

(ii) Does the new pattern represent an improvement over that in vogue under the earlier system of physical control ? 

(iii) Is it sufficiently flexible to absorb or take care of changes which are likely to be necessitated from time to time in the 

administration of excise levies as a result of technological and other improvements in the methods of production and ol accounting 
followed by the industry? 


XXV—ADJUDICATIONS, APPEALS AND REVISIONS 

141. (i) Do you think the powers presently conferred on various officers for adjudication of offences are satisfactory? 

(ii) Would you like these powers to be suitably enhanced so far as value of goods liable to confiscation is concerned, and/ 
or in the matter of imposition of penalties? 

142. (i) Is the present pace of disposal of offence cases at all levels satisfactory? 

(ii) If not, what are the reasons for delay in disposals and what are the stages at which cases are held up ? 

143. Would you suggest that functions relating to adjudication of offences should be separated from the executive and entrusted 
to an independent hierarchy at various levels, in order to evoke greater confidence from the industry and bring about the requi¬ 
site objectivity and specialisation? 

144. The appellate jurisdiction of Deputy Collectors and Collectors under the Central Excise Law has recently been trans¬ 
ferred to Appellate Collectors. 

(i) How has the industry reacted to this change? 

(ii) Has this posed any difficulty in cases of disputed classification and valuation etc. under the SRP which until recently 
were decided by the Deputy Collector/Collector concerned, but would now fall within the jurisdiction of an Appellate Collector? 

145. Have you any comments on the present arrangements under which appeals against the original orders of Collectors are 
heard and disposed of by the Central Board of Excise & Customs ? 
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'46. Have you any comments on the present arrangements under which revision applications against urders-in-appeal passed 
by Deputy Collectors or Collectors (and now Appellate Collectors) or by the Central Board of Excise & Customs, are heard and 
disposed of by the Central Government? 

147. Would you recommend that the institution of Tribunals should be introduced in the Central Excise Department, vested 
with appellate and revisionary powers? If so, at what level should such tribunals be constituted and what should be their 
functions ? 


XXIX—MANAGEMENT IMPROVEMENT 

157. Is the present cadre composition in the Central Excise Department satisfactory from the point of view of efficiency, 
chances of promotion and general satisfaction of service officers in all grades ? 

158. How in your view can the utility of the Glass IV staff he improved, keeping in view the changes brought about by the 
SRP. 

159. Several departments of the Government of India have welfare schemes ol' their own for the benefit of their employees, 
such as medical facilities, educational institutions, holiday homes, transit camps and residential accommodation. Would you 
recommend that such welfare schemes should also be extended to the Central Exrise officers? 

160. (i) Do you think the existing ‘public relations’ arrangements between the department and the assessors, satisfactory ? 

(ii) Are Public Relations Officers provided in Collcctoralcs and Divisional Offices, and do adequate arrangements 
exist for proper reception of visitors and attention tit their needs? 

161. (i) Are the facilities available at present for the training of officers in various grades satisfactory? 

(ii) Do the training arrangements take into account the importance of the personnel being technically equipped to dis¬ 
charge adequately the responsibilities expected of them under the SRP? 



ANNEXURE 4 


(Para 9, Chapter' 1) 

LIST OF INDUSTRIAL UNITS VISITED BY THE CENTRAL EXCISE (SRP) REVIEW COMMITTEE 

S.No. Late Name of the industrial unit 

1 2 3 

1. 5-11-71 Pravara S.S.K. Ltd., Ahmcdnagar (Maharashtra). 

2. 6-11-71 The Hindustan Spinning & Weaving Mills Ltd., Bombay (Maharashtra). 

3. 3-11-71 M/s. Lajya Dyeing Works, Bombay (Maharashtra). 

4. ” M/s. Dilkhush Dyeing & Printing Works, Bombay (Maharashtra). 

5. 10-1-72 Siris Pharma, Vijayawada (Andhra Pradesh). 

6. 11-1-72 M/s. Associated Chemicals & Gas Industries Ltd., Mangalagiri (Andhra Pradesh). 

7. 2-2-72 M/s. Metal Box Go. of India Ltd., Calcutta (W. Bengal). 

8. 5-2-72 M/s. Indian Aluminium Company Ltd., Calcutta (W. Bengal). 

9. 23-2-72 M/s. Bata Shoe Factory, Patna (Bihar). 

10. 11-3-72 M/s. Indian Paints & Chemicals (P) Ltd., Cuttack (Orissa). 

11. 13-3-72 M/s. Gupta Gables (Pvt) Ltd., Bhubaneswar (Orissa). 

12. 22-3-72 Small Match Factory, Sivakasi (Tamil Nadu). 

13. ” Hind Match Factory, Sivakasi (Tamil Nadu). 

14. 23-3-72 Sitalakshini Mills Ltd., Madurai (Tamil Nadu). 

15. 24-3-72 M/s. Madras Rubber Factory Ltd., Madras (Tamil Nadu). 

16. ” Garborandum Universal Ltd., Madras (Tamil Nadu). 

17. 6-4-72 M/s. Paven Talbors Pvt. Ltd., Faridabad (Haryana). 

If). ” M/s. Oswal Electrical, Faridabad (Haryana). 

19. ” M/s. Hitkari Potteries, Faridabad (Haryana). 

20. ” M/s. Escorts Ltd., Faridabad (Haryana). 

21. 7-4-72 M/s. Dua Bros., Ludhiana (Punjab). 

22. ” M/s. Presto Industries, Ludhiana 'Punjab). 

23. ” M/s, Gurmukh Singh, Ludhiana (Punjab). 

24. ” M/s. Gloria Manufacturers, Ludhiana (Punjab). 

25. ” M/s. Oswal Woollen Mills, Ludhiana (Punjab). 

26. ” M/s. Supreme Woollen Mills, Ludhiana (Punjab). 

27. ” York Hosiery Mills, Ludhiana (Punjab). 

28. 14-4-72 M/s. Hindustan Zinc Ltd., Dcbari, Udaipur (Rajasthan). 

29. 15-4-72 M/s. Birla Cement Works, Ghittorgarh (Rajasthan). 

30. 17-4-72 M/s. National Engineering Industries, Jaipur (Rajasthan). 

31. 4-5-72 M/s. Hindustan Levers Ltd., Bombay (Maharashtra). 

32. ” M/s. Goodlas Narolac Paints Ltd., Bombay (Maharashtra). 

33. 5-5-72 M/s. Premier Automobiles Ltd., Bombay (Maharashtra). 

34. ” M/s. Murphy India Ltd., Bombay (Maharashtra). 

35. 8-5-72 M/s. Madura Mills, Madurai (Tamil Nadu). 

36. ” M/s. Rayalu Rubber Co., Madurai (Tamil Nadu). 

37. ” M/s. Balu Wireless Receiving Sets Manufacturing Co., Madurai (Tamil Nadu). 

38. 11-5-72 M/s. Western India Match Co. (WIMCO), Madras (Tamil Nadu). 

39. 20-5-72 M/s. Philips India, Calcutta (W. Bengal). 
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M/s. Hyderabad Allwyn Metal Works, Hyderabad (Andhra Pradesh). 

M/s. Vazir Sultan Tobacco Co., Hyderabad (Andhra Pradesh). 

M/s. Mattoo Worsted Weaving & Spinning Mills, Srinagar (J & K State). 
State Government Match Factory, Baramulla (J & K State). 

M/s. Dinesh Woollen Mills, Baroda (Gujarat). 

M/s. Gujarat Phenolic Synthetics Pvt. Ltd., Baroda (Gujarat). 

M/s. Dinesh Tiles Factory, Baroda (Gujarat). 

M/s. Alembic Chemical Works Co., Baroda (Gujarat). 

M/s. Alembic Glass Industries, Baroda (Gujftrat). 

M/s. Arvind Mills, Ahmedabad (Gujarat). 

M/s. Deep Industries, Ahmedabad (Gujarat). 

M/s. Forge & Blower Co., Ahmedabad (Gujarat). 

M/s. Satelite Engineering Ltd., Ahmedabad (Gujarat). 

M/s. Wockhardt Pharmaceuticals, Bombay (Maharashtra). 

M/s. Pure Drinks Ltd., Bombay (Maharashtra). 

M/s. Brooke Bond Co., Calcutta (W. Bengal). 

M/s. Indian Tobacco Cio., Calcutta (W. Bengal). 

M/s, Britannia Biscuit Factory, Calcutta (West Bengal). 

M/s. Haldia Refinery, Calcutta (W. Bengal). 

M/s. Esso Marketing Installations, Bombay (Maharashtra). 

M/s. Esso Refinery, Bombay (Maharashtra). 

M/s. Bombay Laboratory, Bombay (Maharashtra). 

M/s. Electronics Corporation of India, Hyderabad (Andhra Pradesh), 

M/s. Associated Glass Co., Hyderabad (Andhra Pradesh). 

M/s. United Auto Tractors, Hyderabad (A.P.). 

M/s. Brooke Bond Tea Go., Hyderabad (A.P.). 

M/s. Tata Iron & Steel Go. Ltd., Jamshedpur (Bihar). 

M/s. Tata Engineering & Locomotive Co., Jamshedpur (Bihar) 

M/s. India Cable Co., Jamshedpur (Bihar). 

M/s. Calcutta Chemical Co., Calcutta (W. Bengal). 

M/s. Plaza Chemicals Industries, Calcutta (West Bengal). 

M/s. Guest Keen Williams Ltd., Howrah (W. Bengal). 

M/s. American Refrigerators, Calcutta (W. Bengal). 

M/s. Standard Mills Co., Bombay (Maharashtra). 

M/s. Bombay Dyeing and Manufacturing Co., Bombay (Maharashtra). 
M/s, Kirloskar Oil Engines, Poona (Maharashtra). 

M/s. Rustom & Hornsby, Poona (Maharashtra). 

M/s. Atlas Steel ERA, Poona (Maharashtra). 

M/s. Bhagwat Brothers, Poona (Maharashtra). 

M/s. Ogale Glass Works, Poona (Maharashtra). 

M/s. Corrugated Box (Pvt.), Poona (Maharashtra). 

M/s. Lakaki Paints Factory, Lonawala (Maharashtra). 

M/s. Century Rayon Mills, Kalyan (Maharashtra). 

M/s. Ratandeep Textiles (Powcrloom), Bhiwandi (Maharashtra). 

M/s. Parkin & Krips Engineering Works, Bombay (Maharashtra). 

M/s. Korula Rubber Co. Pvt., Bombay (Maharashtra). 
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M/s. Metal Box Co,, Bombay (Maharashtra). 

M/s. Electrical Manufacturing Co., Calcutta (West Bengal). 

M/s. Alfa Electrical Equipment, Calcutta (W. Bengal). 

M/s. Neolux Miniature Bulb Factory, Calcutta (W. Bengal). 

Farm & Food Products, Calcutta (W. Bengal). 

Indian Oxygen Ltd., Calcutta (W. Bengal). 

M/s. Lucky Biscuit Co., Patna (Bihar). 

M/s. Pradip Lamp Work, Patna (Bihar). 

M/s. Life Pharmaceutical (P) Ltd., Patna (Bihar). 

M/s. Modi Spinning & Weaving Mills Co., Modinagar (Uttar Pradesh). 
M/s. Modi Rayon & Silk Mills, Modinagar (U.P.), 

Modipon Ltd., Modinagar (Uttar Pradesh). 

M/s. Khatauli Sugar Factories, Khatauli (U.P.). 

M/s. Janki Sugar Mills, Daurala (U.P.). 

Comet Miniature Bulb Factory, Dehradun (U.P.). 

M/s. Digvijay Cement Works, Bombay (Maharashtra). 

M/s. Mahalaxmi Glass Work, Bombay (Maharashtra). 

M/s. Golden Tobacco Co., Bombay (Maharashtra). 

M/s. Sahib Singh Manufacturing Co. Pvt. Ltd., New Delhi. 

M/s. Aurobindu Industries, Okhla Industrial Estate, New Delhi. 

M/s. Televista Electronics Pvt. Ltd., New Delhi. 

M/s. Delhi Cloth Mills Chemical Works, New Delhi. 

M/s. Vijay Metal Works. Ha pur (Uttar Pradesh). 

M/s. Hapur Sugar Works, Hapur (Uttar Pradesh). 

M/s. Mohan Glass Works, Mohan Nagar, Ghaziabad (Uttar Pradesh). 
M/s. Aluminium Cables & Conductors Ltd., Bangalore (Mysore). 

M/s. Machine Components, Bangalore (Mysore). 

Bharat Electronics Ltd., Bangalore (Mysore). 

M/s. New Government Electric Factory, Bangalore (Mysore). 

Indian Tobacco Company, Bangalore (Mysore). 

M/s. Machine Industry Company, Bangalore (Mysore). 

Cochin Refineries Ltd., Cochin (Kerala). 

M/s. Premier Tyres, Cochin (Kerala). 

M/s. Fertilisers & Chemicals Travencore Ltd., Cochin (Kerala). 

M/s. Indian Aluminium Co. Ltd., Cochin (Kerala). 

M/s. Madonna Industries, Trivandrum (Kerala). 

M/s. Satna Cement Works, Satna (Madhya Pradesh). 

M/s, New India Mosaic & Marble Co. Ltd., Jabalpur (Madhya Pradesh) 
Ganesh Chikitsa Bhawan, Damoh (Madhya Pradesh). 

Heavy Electricals, Bhopal (Madhya Pradesh). 

Security Paper Mills, Hoshangnbad (Madliya Pradesh). 

M/s. Central Paint Co., Pvt. Ltd. Indore (Madhya Pradesh). 

M/s. Supreme Chemicals Industries, Indore (Madhya Pradesh). 

M/s. Impha Laboratories, Indore (M.P.). 

M/s. Jayashree Textiles & Industries Ltd., Midnapur (West Bengal). 
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Noomati Refinery (I.O.C.), Gauhati (Assam). 

Latekoojan Tea Estate and Tea Factory, Jorhat (Assam). 
Methoni Tea Factory, Jorhat (Assam). 

M/s. Corrugating & Punching Mills, Bombay (Maharashtra). 
M/s. Everest Packing Andheri, Bombay (Maharashtra). 

M/s. Guru Packing Seovi, Bombay (Maharashtra). 

M/s. Madras Fertilizers Ltd., Manali (Tamil Nadu). 

M/s. Gemini Pictures Circuit (Pvt.) Ltd., Madras (Tamil Nadu). 
M/s. Bakelite Hylem Ltd., Hyderabad (A.P.). 



ANNEXURE 5 


LIST OF INDIVIDUALS/ASSOCIATIONS ETC. WHO TENDERED EVIDENCE BEFORE THE CENTRAL 

EXCISE (SRP) REVIEW COMMITTEE 


S.No. 

Date 

Place 

Name of the Chambers of Commerce/Trade Associa¬ 
tions/Individual Manufacturers/Representatives of 
different professions/Staff Associations/Officers con¬ 
nected with Department 

Represented by 

L 

2 

3 

4 

5 




Chambers of Commerce and Industry 


1. 

1-2-73 

Bangalore 

Mysore Chamber of Commerce, Bangalore 

Sh. G. Ramaratnam 

2. 

3-2-73 

Cochin 

Cochin Chamber of Commerce 

Sh. B.L. Rathi 

3. 

23-2-73 

Calcutta 

Bharat Chamber of Commerce, Calcutta 

1. Sh. R.R. Bhiwaniwalla 

2. Sh. K.L. Dhandhania 

3. Sh. S.N. Guha 

4. Sh. S.K. Chatterjee 

5. Sh. D.B.S. Rao 

6. Sh. N. Saha 

7. Sh. B.C. Dass 

4. 

24-2-73 

Calcutta 

Indian Chamber of Commerce, Calcutta 

1. Sh. D.P. Chakravarti 

2. Sh. J.M. Jatia 

3. Sh. Amarjit Singh 

4. Sh. F.J. Hose 

5. Sh. R.L. Rikhyie 

6. Sh. R.K. Sen 

7. Sh. K.S. Bhattacharya 

3. 

26-2-73 

Calcutta 

Bengal Chamber of Commerce, Calcutta 

1. Sh. A.L. Mudaliar 

2. Sh. T.K. Ramasubramanian 

6. 

27-2-73 

Calcutta 

The Indian Chamber of Commerce, Calcutta 

1. Sh. R.L. Rikhyie 




(Representing Tea Industry) 

2. Sh. R.K. Singh 

7. 

15-3-73 

Bombay 

Bombay Chamber of Commerce, Bombay 

1. Sh. V.V. Dhumc 

2. Sh.N.M.Rao 

3. Sh.K.R. Chari 

4. Sh. J.J. Mistry 

5. Sh. Atul Mehta 

6. Sh. Tej Singh 

7. Sh. J.B. Bowman 

8. Sh. B.P. Gunaji 

8. 

9-4-73 

Bombay 

M/s. Southern Gujarat Chamber of Commerce & In- 

1. Sh. A.N. Zariwala 




dustry, Surat 

2. Sh. R.P. Laxpati 

3. Sh. S.H. Bachkaniwala 

9. 

10-4-73 

Bombay 

The Indian Merchant’s Chamber, Bombay 

1. Sh. G.N. Poddar 

2. Sh. Charan Das V. Mariwala 

3. Sh. D.S. Pendurkar 

4. Sh. Ambalal Kilchand 

5. Sh. K.S. Thanawala 

6. Sh. R.D. Shivaji 

10. 

17-4-73 

Delhi 

Punjab, Haryana & Delhi Chamber of Commerce & 

1. Sh. V.P. Punj 




Industry Delhi 

2. Sh. G.D. Kedia 

3. Sh. G.S. Gargya 

4. Sh. P.S. Ahluwalia 

11. 

23-4-73 

Shillong 

Merchant Chamber of Commerce and Industry, Shil¬ 
long 

1. Sh. R. Shroof 

12. 

28-4-73 

Calcutta 

Merchant’s Chamber of Commerce 3-1-72 Armenian 

1. Sh. S.L. Agarwal 




Street, Calcutta 

2. Sh. H.R. Bose 
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13. 

28-4-73 

Calcutta 

M/s Bengal National Chamber of Commerce, Calcutta 

1. 

2. 

Sh. R.M. Mittra 

Sh. S.B. Ghosh 





3. 

Sh. S.S. Chandra 





4. 

Sh. A.R. Dattu Gupta 

14. 

16-5-73 

Madras 

M/s. Southern India Chamber of Commerce, Madras 

1. 

Sh. D.A. Rajan 





2. 

Sh. R. Krishnamurti 





3. 

Sh. S. Ignatious 





4. 

Sh. D. Srinivasan 

15. 

23-6-73 

Hyderabad 

The Federation of Andhra Pradesh Chambers of Com- 

1 . 

Sh. G.C. Rustogi 




merce & Industry 

2. 

Sh. M.C. Agarwal 





3. 

Sh. R.C. Lohoti 





4. 

5. 

Sh. E.B.V. Raghviah 

Sh. B.L. Beri 





6. 

Sh. P.N.Behl 





7. 

Sh. S.K. Dhatvan 

16. 

26-7-73 

Kanpur 

Upper India Chamber of Commerce, Kanpur 



17. 

26-7-73 

Kanpur 

Merchant Chamber of Uttar Pradesh, Kanpur 



18. 

22-8-73 

Jaipur 

Rajasthan Chamber of Commerce, Jaipur 


Sh. K.L. Jain 




Trade Associations 



19. 

1-2-73 

Bangalore 

All Mysore Small Scale Industries Association 


Sh. Bhomanand Maney 

20. 

1-2-73 

Bangalore 

Coorg & Mysore Coffee Curers’ Association, Chickma- 
galur 


Sh. S.K. Ganeshiah 

21. 

3-2-73 

Cochin 

United Association of Planters of Kerala 


Sh. O.C. Methews 

22. 

3-2-73 

Cochin 

Kerala Match Manufacturers’ Association 

1. 

Sh. T.K. Madathil 





2. 

Sh. K.K. Hydrose 





3. 

Sh. P. Vumnani 

23. 

24-2-73 

Calcutta 

The Federation of Associations of Small Industries of 

1. 

Sh. A. Roy Chowdhury 




India, Culcutta 

2. 

Sh. S.M. Banerjee 





3. 

Sh. S.S. Singhania 





4. 

Sh. S.K. Khaitan 





5. 

Sh. A.R. Battacharyya 

24. 

24-2-73 

. Calcutta 

Indian Non-Ferrous Metals Manufacturers’ Association 

6. 

Sh. S. Roychoudhry 

Sh. R. Dass 

25. 

26-2-73 

Calcutta 

Engineering Association of India (East Regional Unit), 

1 . 

Sh. R.P. Patodia 




Calcutta 

2. 

Sh. B.D. Poddar 





3. 

Sh. A.K. Roy 





4. 

Sh. R.C. Sinha 

26. 

26-2-73 

Calcutta 

The Indian Paint Association, Calcutta 

1 . 

2. 

Sh. S. Venkatachalam 

Sh. S. Bhattacharya 





3. 

Sh. Dr. S. Sarma 

27. 

13-3-73 

Bombay 

The Clothing Manufacturers’ Association of India, 

1 . 

Sh. J.J. Desai 




B ombay 

2. 

Sh. K.S. Thanawala 





3. 

Sh. Hira Lai G. Shah 





4. 

Sh. K.M. Madhavan 





5. 

Smt. Premila Wagle 

28. 

13-3-73 

Bombay 

The Indian Drug Manufacturers’ Association, Bombay 

1 . 

2. 

Dr. A. Patnic 

Sh. S.P. Kanekar 

29. 

14-3-73 

Bombay 

The All India Air-Conditioning and Refrigeration 

1 . 

Sh. R.M. Zaveri 




Association, Bombay 

2. 

Sh. N.S. Pai 





3. 

Sh. H.R. Ghose 

30. 

21-3-73 

Calcutta 

The Federation of Associations of Small Industries of 

1 . 

Sh. A. Roy' Chowdhury 




India, Calcutta 

2. 

Sh. R.B. Chakraborty 





3. 

S. Roy Choudhury 





4. 

Sh. S.S- Singhania 
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31. 

21-3-73 

Calcutta 

M/s Indian Tea Association, Calcutta 

1. Sh. V.P. Mahajan 

2. Sh. D. Chakraborty 

32. 

22-3-73 

Calcutta 

The Indian Jute Mills Association, Calcutta 

1. Sh. N. Banerjee 

2. Sh. C.B. Nevatia 

3. Sh. S. Sen 

33. 

6-4-73 

Bombay 

Mill Owners’ Association, Bombay 

1. Sh. Ram Prasad P. Poddar 

2. Sh. R.L.N. Vijayanagar 

3. Sh. P.V. Jois 

34. 

6-4-73 

Bombay 

All India Rubber Industries’ Association, Bombay 

1. Sh. K.N. Madok 

2. Sh. P. Kinariwala 

3. Sh. M.R.P. Desai 

4. Sh. N.K. Patel 

35. 

6-4-73 

Bombay 

M/s Textile Processors’ Association (INDIA), Bombay 

1. Sh. V.H. Shah 

2. Sh. Dwarkadas Negji ' 

3. Sh. S.M. Sundram 

36. 

7-4-73 

Bombay 

M/s Deccan Sugar Factories’ Association, Bombay 

1. Sh. S.G. Shah 

2. Sh. Venkataraman 

37. 

7-4-73 

Bombay 

The AH India Tobacco Federation, Bombay 

1. Sh. A. H. Tobaccowala 

2. Sh. B.N. Maluste 

3. Sh. O.E. Kuriakose 

38. 

9-4-73 

Bombay 

Surat Artsilk Cloth, Manufacturers’ Association, Surat 1 

1. Sh. A.N. Zatiwala 

2. Sh. I. M. Metha 

39. 

9-4-73 

Bombay 

The South Gujarat Textile Processors’ Association, 
Surat 

i 

3. Sh. Navin Topiwal 

4. Sh. S. H. Bachkaniwala 
- 5. Sh. A. J. Vakharai 

40. 

9-4-73 

Bombay 

The Surat Venkar Shakari Sangh Ltd. Surat 

6. Sh. M. S. Chedi 

7. Sh. K. C. Zariwala 

8. Sh. S. A. Bachkaniwala 

41. 

16-4-73 

Delhi 

The Indian Sugar Mills Association, New Delhi 

1. Sh. S. L. Gupta 

2. Sh. K. S. Venkatapathy 

42. 

16-4-73 

Delhi 

Northern India Manufacturer’s Association, New Delhi 

1. Sh. S. Hassija 

2. Sh. D. K. Jain 

3. Sh. K. L. Aggarwal 

43. 

16-4-73 

Delhi 

Federation of Indian Manufacturers’ Association, 
New Delhi 


44. 

18-4-73 

Delhi 

Faridabad Industries Association, Faridabad 

1. Sh. Surendra Schgal 

2. Sh. X. K. Virtnaui 

45. 

19-4-73 

Gauhati 

The Assam Manufacturers iVssociatiou, Gauhati 

1. Sh. P. K.Jain 


2. Sh. H. L. Aggarwal 

3. Sh. B. L. Sabhu 

4. Sh. B. P. Singh 

3. Sh. M. S. Bagrodia 
6. Sh. S. K. Agarwal 


46. 

21-4-73 

’ Jorhat 

Assam Tea Planters Association 

1 . 

2. 

Sh, A. K. Barooah 

Sh, S. N. Phukaa 





3. 

Sh. J. K. Saika 

47. 

21-4-73 

Jorhat 

Assam Tobacco Dealers Association, Tinsukia 


Sh. L. C. Jain 

48. 

21-4-73 

Jorhat 

Assam Branch of Indian Tea Association 


Sh. S. Basu 

49. 

23-4-73 

Shillong 

Assam Tea Association 


Sh. T. Barua 

50. 

25-4-73 

Calcutta 

M/s East India Corrugated Box Manufacturinsr Associa¬ 

1 . 

Sh. M. L. Benrani 




tion, Calcutta 

2. 

Sh. B. N. Ghosh 


3. Sh. A. M. Ghosh 

4. Sh. S. Bose 


5. Sh. A. R. Ajmera 
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51. 

25-4-73 

Calcutta 

M/s Indian Paper Mill Association, Calcutta 

1. Sh. S. P. Modi 

2. Sh. S. Narayan 

3. Sh. A. N. Mukherjee 

4. Sh. B. Ghosh 

52. 

26-4-73 

Calcutta 

M/s Calcutta Silicate Manufacturers Association, Cal¬ 
cutta 

1. Sh. B. D. Goenka 

2. Sh. K. D. Shroff 

53. 

27-4-73 

Calcutta 

M/s Tin Plate Fabricators’ Association, Calcutta 

1. Sh. B. N. Kayan 

2. Sh. S. B. Mathur 

54. 

27-4-73 

Calcutta 

The Federation of Small Industries of India 

Sh. A. Roy Choudhury 

55. 

9-5-73 

Bombay 

The AH India Air Conditioning & Refrigeration Associa¬ 
tion, Bombay 

1. Sh.R. M. Zaveri 

2. Sh.N. S. Pai 

3. Sh. H. K. Ghose 

56. 

16-5-73 

Madras 

The Southern India Mill Owners Association, Coim¬ 
batore 

Sh. R. M. Subramanian 

57. 

17-5-73 

Madras 

Federation of Association of Small Industries of India, 
Madras 

Sh. K. R. Rao 

58. 

21-6-73 

Hyderabad 

The Hydrabad Paint Manufactures’ Association, 
Hyderabad 

1. Sh. H. R. Sood 

2. Sh. B. Rama Rao 

3. Sh. Satish Marqandey 

4. Sh. R. P. Marqandey 

59. 

21-6-73 

Hyderabad 

The Andhra Pradesh Tin Plates Fabricators’ Asso¬ 
ciation, Hyderabad 

1. Sh. C. D. Agarwal 

2. Sh. B. Sadashiva Rao 

60. 

22-6-73 

Hyderabad 

The Industrial Estate Manufacturers’ Association Hy¬ 
derabad 

Sh. V. S. Bhatia 

61. 

26-7-73 

Kanpur 

The U. P. Cotton Textile Mill Owners’ Association, 
Kanpur 


62. 

26-7-73 

Kanpur 

Indian Paint Association, Kanpur 


63. 

64. 

22-8-73 

22-8-73 

Jaipur 

The Rajasthan Textile Mills’ Association, Jaipur 

The Bikaner Distt. Industries Association, Bikaner 

1. Sh. K.D. Kolhari 

2. Sh. V. N. Sard 

3. Sh. D. Revindran 

Sh. Jagmohan Das Mundra 

65. 

22-8-73 

Jaipur 

Alwar Distt. Small Industries Association, Alwar 

Sh. Om Prakash 




Individual Manufacturers 


1. 

31-7-73 

Bangalore 

M/s Aluminium Gables and Conductors Ltd., Banga¬ 
lore 

Sh. J. B. Joshi 

2. 

31-1-73 

Bangalore 

M/s Machine Components Ltd., Bangalore 

Sh. V. A. Krishnan 

3. 

31-1-73 

Bangalore 

M/s Bharat Electronics Ltd. 

1. Sh. C. R. Subramanyam 

2. Sh. A. Rangaswamy 

3. Sh. P. 3. Rao 

4. 

31-1-73 

Bangalore 

M/s New Government Electric Factory 

1. Sh. M. Sachidananda 

2. Sh. G. R. Murthy 

5. 

1-2-73 

Bangalore 

M/s India Tobacco Co. Ltd., Bangalore 

1. Sh. Z. U. H. Ansari 

2. Sh. H. S. Junwarkar 

6. 

1-2-73 

Bangalore 

M/s Motor Industries (MICO) Ltd. 

1. Sh. D. N. Vatcha 

2. Sh. G. H. Sehoeffler 

3. Sh. P. Sprunk 

4. Sh. K. G. Ramaswamy 

7. 

1-2-73 

Bangalore 

M/s Binny’s Ltd. 

1. Sh. K. S. Murthy 

2. Sh. K. Gopinath 
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8. 

1-2-73 

Bangalore 

M/s Jindal Aluminum (P) Ltd. 

1 . 

Sh. R. N. Pandey 





2. 

Sh.V.R. Gupta 

9. 

2-2-73 

Cochin 

Cochin Refiners Ltd. 

I. 

Sh. G. Bitz 





2. 

Sh. F. W. Fulton 





3. 

Sh. M. Joseph Lobo 

10. 

2-2-73 

Alwaye 

Premier Tyres 


Sh. B. S. Desai 

11. 

2-2-73 

Cochin 

M/s Fertilizers & Chemical Travancore, Ltd., Cochin 

1 . 

Sh. V. Sankaranarayanan 





2. 

Sh. Krishna Menon 

12. 

2-2-73 

Cochin 

M/s Indian Aluminium Co. Ltd. 


Sh. H. Jai Ram and other 






senior officers 

13. 

3-2-73 

Cochin 

M/s Travancore Rayons 

1 . 

Sh. L. Kannappan 





2. 

Sh. V. Subramanian 





3. 

Sh. P. S. Hariharan Krishan 

14. 

24-2-73 

Calcutta 

M/s Indian Aluminium Co. 


Sh. R. Dass 

15. 

7-4-73 

Bombay 

The Associated Cement Companies Ltd., Bombay 

1 . 

Sh. G. K. Valia than 





2. 

Sh. P. A. Nair 

16. 

7-4-73 

Bombay 

Visnagar Coop Spinning Mills 


Sh. Ramnik Lai Maniar 

17. 

9-4-73 

Bombay 

M/s Bhilai Steel Plant, Bhilai 

1 . 

Sh. A. K. Banerjee 





2. 

Sh. S. L. Gulati 

18. 

17-4-73 

Delhi 

M/s Chanderpur Board Mills, Yamunanagar 


Sh. L. R. Jain 

19. 

18-4-73 

Delhi 

M/s Niemla Textile Finishing Mills Pvt. Amritsar 

I. 

Sh. P. L. Aggarwal 





2. 

Sh. M. M. Aggarwal 

20. 

20-4-73 

Gauhati 

M/s Noonmati Refinery 

1 . 

Sh. G. S. Harnal 





2. 

Sh. H. L. Narang 

21. 

21-4-73 

Jorhat 

Assam Oil Co., Digboi 


Sh. U. S. Bagchi 

22. 

21-4-73 

Jorhat 

Jorhat Tea Co. 

1 . 

Sh. P. Barooah 





2. 

Sh. J. C. Sarma 

23. 

26-4-73 

Calcutta 

M/s Indian Tobacco Company 

1 . 

Sh. D. M. Rajan 





2. 

Sh. K. V. L. Rao 

24. 

28-4-73 

Calcutta 

M/s Tata Iron & Steel Company, Jamshedpur 


Sh. A. K. Bose 

2.0. 

15-5-73 

Madras 

M/s Madurai Mills Co. Ltd., Madurai 


Sh. R.Thulsi Rao 

26. 

15-5-73 

Madras 

M/s Gemini Picture Circuit (Pvt.) Madras 

1 . 

Sh. P. Narayanaswamy 





2. 

Sh. G. Subramanian 

27. 

15-5-73 

Madras 

M/s Madras Refineries Ltd., Madras 

1 . 

Sh. B. S. Narayana 





2. 

Sh. V. V. S. N. Raju 





3. 

Sh. K. B. Gopalakrishnan 

28. 

16-5-73 

Madras 

M/s Madras Fertilizers Ltd., Manali 

1 . 

Sh. R. G. Sternhalf 





2. 

Sh. B. R. Sreenivasamurthy 





3. 

Sh. N. B. Tendolkar 





4. 

Sh. R. N. Warrior 





5. 

Sh. V. R. R. Gupta 





6. 

Sh. D. P. Ananathan 





7. 

Sh. R. Krishnamurthi 

29. 

24-5-73 

Madras 

M/s Klas Engineering (P) Ltd. 


Sh. V. Suryanarayan 

30. 

10-8-73 

Delhi 

Shri Y. K. Modi, Director in charge, Modi Rayon & 






Silk Mills, Modinagar 



31. 

22-8-73 

Jaipur 

R. J. Engg. Co. & Iron Re-rolling Mills, Jofihpur 


Sh. Sheo Raj Mohta 

32- 

22-8-73 

Jaipur 

Rajsthan Electric Industries, Jaipur 


Sh. G. L. Gupta 
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Representatives of Different Professions , Staff Associations and Officers connected with Department 

1. 1-2-73 Bangalore Mr. Koshi Chandy, Assistant Collector of Central Excise, 

Bangalore 

2. 1-2-73 Bangalore Sh. Raj Dorai, Assistant Collector of Central Excise, 

Bangalore 

3. 1-2-73 Bangalore Sh. D. P. Arya, Assistant Collector of Central Excise 

(Preventive), Bangalore 

4. 1-2-73 Bangalore Superintendent (Legal) Central Excise Collectorate, 

Bangalore 

5. 1-2-73 Bangalore Sh. Mascarenhas, Dy. Collector of Central Excise, 

Bangalore 

6. 1-2-73 Bangalore Sh. R. B. Sinha, Collector of Central Excise, Ban¬ 

galore 

7. 3-2-73 Cochin The Kerala Central Excise Noil-Gazetted Officers’ 1. Sh. P. Sreedharan 

Association (Executive) 2. Sh. George Eapen Luke 


8. 

3-2-73 

Cochin 

9. 

3-2-73 

Cochin 

10. 

3-2-73 

Cochin 

11. 

3-2-73 

Cochin 

12. 

3-2-73 

Cochin 

13. 

3-2-73 

Cochin 

14. 

3-2-73 

Cochin 

15. 

3-2-73 

Cochin 

16. 

3-2-73 

Cochin 

17. 

3-2-73 

Cochin 

18. 

4-2-73 

Trivandrum 

19. 

24-2-73 

Calcutta 


20. 2-0-2-73 Calcutta 


21. 27-2-73 Calcutta 

22. ' 27-2-73 Calcutta 

23. 27-2-73 Calcutta 


24. 14-3-73 Bombay 


The Kerala Central Excise Ministerial Officers’ Associ¬ 
ation, Cochin 

Collector of Central Excise, Cochin 

Assistant Collector (Headquarters), Cochin 

Assistant Collector of Central Excise, Cochin 

Asstt. Collector, Central Excise, Cochin 

Assistant Collector, Central Excise, Cochin 

Chief Accounts Officer 

Chemical Examiner, Cochin 

Office Superintendent, Cochin 

Shri Gopinathan, Preventive Officer 

Sh. S. V. Ramakrishnan, Asstt. Collector, Central Excise, 
Trivandrum 

Cental Excise & Land Customs Ministerial Officers’ 
Association, Calcutta 


All India Central Excise & Customs Accounts Officers’ 
Association 


Central Excise & Customs Officers’ (Class III) Associa¬ 
tion, Calcutta 

Central Excise & Customs Exectutive Officers (Class II) 
Associaticn, Calcutta - 

Central Excise & Customs Drivers’ Association, Calcutta 


M/s Nanabhoy & Company Cost 
Accountants 


1. Sh. V. V. S. Marar 

2. Sh. T. K. Rajagopalan 

3. Sh. K. G. Asokan 

4. Sh. T. M. Balakrishnan 

Sint. Kaushalya Narainan 

Sh. G. S. Tampi 

Sh. V. Kuppuswamy 

Sh. K. P. Shridhara Raman 

Sh. B. B. Sharma 

Shi G. S. Bagve 

Sh. T. R. S. Krishnan 

Sh. T. T. Govindan Nair 


1. Sh. P. Banerjee 

2. Sh. A.N.Basu 

3. Sh. S. C. Gupta 

4. Sh. K. K. Chatterjee 

5. Sh. R. L. Sen 

6. Sh. S. K. Ganguly 

7. Sh. B. K. Chakratorty 

1. Sh. D. G. Bhattacharyu 

2. Sh. A. Roychoudhry 

3. Sh. S. K. Das 

4. Sh. M. L. Guba 
3. Sh. A. K. Basu 

6. Sh. M. S. Bhattacharya 

Sh. N. R. Banerjee ana 
others 

1. Sh. S. Bandopadhya 

2. B. N.‘ Chatterjee 

1. Sh. Ashok Mukherjee 

2. Sh. Bagto Charan Dev 

3. Sh. Manoranjan Das 
Sh. R. Nanabhoy 
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25. 

23-3-73 

Calcutta 

Shri C. Banerjee, Assistant Collector of Central Ex¬ 
cise, Chandernagore (W. Bengal). 

26. 

23-3-73 

Calcutta 

Shri H. B. Barua, Assistant Collector of Central Excise, 
Burdwan. 

27. 

23-3-73 

Calcutta 

Shri J. K. Patnaik, Assistant Collector of Central Excise, 
Calcutta I. 

28. 

23-3-73 

Calcutta 

Shri P. N. Chakraborthy, Assistant Collector of Central 
Excise, Calcutta II, . i 

29. 

23-3-73 

Calcutta 

Shri N. C. Mujkerjee, Assistant Collector of Central 
Excise, Calcutta III. 

30. 

23-3-73 

Calcutta 

Shri L. K. Kakltar, Assistant Collector of Central Excise, 
Calcutta V. 

31. 

23-3-73 

Calcutta 

Sh'n D. N. Mitra, Assistant Collector of Central Excise, 
Calcutta VI. 

32. 

23-3-73 

Calcutta 

Shri D. L. Mukherjee, Assistant Collector of Central 
Excise; Calcutta VII. 

33. 

23-3-73 

Calcutta 

Shri K. C. Mukerjee, Assistant Collector 7 of Central 
Excise, Calcutta VIII. 

34. 

23-3-73 

Calmt 

Shri D. C. Chakraborty, Assistant Collector of Central 
Excise, Calcutta IX. 

35. 

23-3-73 

Galeut 

Shri S. R. Ganguly, Assistant Collector of Central 
Excise, Calcutta X. 

36. 

23-3-73 

Cal out 

Shri N. C. Sen, Assistant Collector of Central Excise, 
Calcutta XI. 

37. 

23-3-73 

Calcut 

Shri K. P. Roy Choudhury, Assistant Collector of 
Central Excise (Audit), Calcutta. 

38. 

23-3-73 

Calcutt 

Shri H. K. Ghosh, Assistant Collector of Central Excise, 
(Preventive). 

39. 

23-3-73 

Calcutta 

Shri N. K. Bhattacharjee, Assistant Collector of Central 
Excise (Refunds). 

40. 

23-3-73 

Calcutta 

Shri P. Roy, Dy. Collector of Central Excise, West Ben¬ 
gal. 

41. 

23-3-73 

Calcutta 

Shri R. N. Sen, Dy. Collector of Central Excise, Cal¬ 
cutta & Orissa Gollectorate. 

42. 

23-3-73 

Calcutta 

Shri S. C. Dutta Choudhry Dy. Collector of Central 
Excise, Calcutta & Orissa. 

43. 

23-3-73 

Calcutta 

Shri K. K. Ganguly, Appellate Collector of Central 
Excise. 

44. 

23-3-73 

Calcutta 

Shri N. N. Roy Choudhury, Collector of Central Excise, 
West Bengal. 

45. 

23-3-73 

Calcutta • 

Shri A. K. Bandyopadhyay, Collector of Central Excise, 
Calcutta & Orissa. 

46. 

6-4-73 

Bombay 

Shri D. T. Sawant, Inspector of Police CBI, Bombay. 

47. 

6-4-73 

Bombay 

Shri K. V. Sastri, Inspector of Central Excise, Bom¬ 
bay. 

48. 

10-4-73 

Bombay 

Shri N. R. Benjamin, Assistant Collector of Central 
Excise, Bombay Division II. 

49. 

10-4-73 

Bombay 

Shri K. D. Kelawala, Assistant Collector of Central 
Excise, Bombay Division III. 

50. 

10-4-73 

Bombay 

Shri V. K. Ashtana, Assistant Collector of Central 
Excise, Bombay Division V. 

51. 

10-4-73 

Bombay 

Shri B. R. Tarporewala, Assistant Collector of Central 
Excise, Bombay Division VI. 

52. 

10-4-73 

Bombay 

Shri K. G. Krishnan, Assistant Collector of Central 
Excise, Bombay pivision VII 

S3. 

10-4-73 

Bombay 

Shri G. R. Pai, Assistant Collector of Central Excise, 
Bombay Division VIII. 
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54. 10-4-73 Bombay Shri K. V. Bole, Assistant Collector of Central Excise, 

Bombay Division IX. 

55. 10-4-73 Bombay Shri S. K. Bhardwaj, Assistant Collector of Central 

Excise, Bombay (Refunds-Bonds). 

56. 10-4-73 Bombay Shri B. Parihar, Assistant Collector of Central Excise, 

Bombay (Preventive). 

57. 10-4-73 Bombay Shri P. R. Venkataraman, Assistant Collector of Central 

Excise (Legal & Special Audit), Bombay. 

58. 10-4-73 Bombay Shri D. N. Lai, Collector of Central Excise, Baroda. 

59. 10-4-73 Bombay Shri H. N. Sehgal, Collector of Central Excise, Ahmeda- 

bad. 

60. 10-4-73 Bombay Shri N. B. Sahjana, Dy. Collector of Central Excise, 

Baroda. 

61. 17-4-73 Delhi Shri M. L. Routh, Collector of Central Excise (Retired). 

62. 17-4-73 Delhi All India Federation of Centra! Excise & Land Customs 1. Sh. H. V. Narasimha 

(N. G.) Executive Officers. 2. Sh. S. K. Banerji 

3. Sh. Dhiraj Acharya 

4. Sh. K. M. Mathur 

5. Sh. N. P. Sah 

6. Sh. Hirday Narain 

7. Sh.S.P. Singh 

8. Sh. D. N. Prashad 

9. Sh. Tufail Ahmed 

10. Sh. Gajendra Parshad 

11. Sh. M. M. Raza 

12. Sh. George Eapen Luke 

13. Sh. P. Sreedharan 

14. Sh. K M. Balagopalan 

15. Sh. P. S. Rane 

16. Sh. P. Bhushanam 

17. Sh. B. K. Mehta 

18. Sh. D. S. Masilamani 

19. Sh. P. R. Kamath 

20. Sh. K. V. Shastri 

21. Sh. M. P. G. Kutty 

22. Sh. P. P. Dambal 

23. Sh. D. K. Majumdar 

24. Sh. M. K. Biswas 

25. Sh. D. M. Chanda 

26. Sh. H. S.Joshi 

27. Sh. S. N. Kulkarni 

28. Sh. S'. N. Dutta 

29. Sh. N. R. Banerji 

30. Sh. J. R. Bhattacharjee 

31. Sh. H. K. Gangauli 

63. 17-4-73 Delhi All India Federation of Central Excise Class II Exe- 1. Sh. O. N. Khanna 

cutive Officers. 2. Sh. G. K. Kulkarni 

3. Sh. M. G. Wakins 

4. Sh. S. Prasad 

5. Sh. K. K. Verma 

6. Sh. K. S. Prakasha Rao 

7. Sh. B. M. Mohta 

64. 18-4-73 Delhi Shri D. N. Kohli, Joint Secretary, Department of 

Revenue & Insurance (Retd.). 

65. 18-4-73 Delhi Shri S. A. Prabhu, Joint Director, Department of Eco¬ 

nomic Affair Ministry of Finance, Government of 
India. 
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66. 

24-4-73 

Shillong 

Central Excise Ministerial Officers’ Association 

1. Sh. R. K. Bhattacharjee 





2. Sh. Pant 

67. 

24-4-73 

Shillong 

Shri H. R. Syiem’, Collector of Central Excise, Shillong 


68 . 

24-4-73 

Shiilong 

Sliri K. S. Saha, Dy. Collector of Central Excise, 
Shillong 


69. 

24-4-73 

Shillong 

Shri R. P. Das, Assistant Collector of Central Excise 
(Audit) 


70. 

24-4-73 

Shillong 

Sliri R. R. Bhattacliarjee, Chief Accounts Officer. 


71. 

24-4-73 

Shillong 

Shri T. Tochhawng, Headquarters Assistant Collector. 


72. 

24-4-73 

Shillong 

Shri Datta Chowdhery, Superintendent (Preventive) 


73. 

24-4-73 

Shillong 

Shri P. C. Khound, Assistant Chief Accounts Officer 


74. 

24-4-73 

Shillong 

Sliri A. K. Dey, Administrative Officer 


75. 

24-4-73 

Shillong 

Shri Oangulee, Examiner of Accounts 


76. 

24-4-73 

Shillong 

Shri A. N. Nandi Mazumdar, Superintendent (Customs 
& Gold) 


77. 

24-4-73 

Shillong 

Shri P. K. Purkayastha, Superintendent (Technical) 


70. 

26-4-73 

Calcutta 

Shri N. N. Roy Choudbuty, Collector of Central Excise, 
West Bengal 


79. 

26-4-73 

Calcutta 

Shri N. Mookerjee, Retired Collector of Central Excise, 


80. 

27-4-73 

Calcutta 

Sliri S. N. Banerjee, Collector of C'enfTal Excise, Patna 


81. 

27-4-73 

Calcutta 

Shri H. N. Raima, Dy. Collector of Central Excise, 
Patna 


82. 

27-4-73 

Calcutta 

Shri Manan Prasad, Assistant Collector of Cent*! 
Excise, Datmianagar 


83. 

27-4-73 

Calcutta 

Shri H. R. Kataria, Assistant Collector of Central Ex¬ 
cise, Jamshedpur 


84. 

27-4-73 

Calcutta 

Non-Gaz.etted Ministerial Officers’ Association, Patna 

1. Sh, R. N. Sahani 

2. Sh. D. Dayal 

85. 

7-5-73 

Bombay 

Shri Vipin Matieklal, Collector of Central Excise, Poona 


86. 

7-5-73 

Bombay 

Shri M. [.. Badhwar, Dy. Secretary, Gold Control, 
Bombay 


87. 

7-5-73 

Bombay 

Shri B. N. Rangwani, Appellate Collector of Central 
Excise, Bombay. 


88. 

8-5-73 

Bombay 

Shri B. S. Ghawla, Collector of Central Excise, Bom¬ 
bay 


89. 

8-5-73 

Bomlxty 

Shri S, Cl. Roy, Appellate Collector of Customs, Bom¬ 
bay 


90. 

8-5-73 

Bombay 

Shri Ambalal F. Patel, Advocate, Bombay 


91. 

8-5-73 

Bombay 

Shri W. J. Robb, Assistant Collector of Central Excise, 
Poona 


92. 

9-5-73 

Bombay 

Shri M. R. Ramachandran, Collector of Customs, 
Bombay 


93. 

9-5-73 

Bombay 

Shri M. G. Chitnis, Dy. Director, Regional Training 
Institute, Bombay 


94. 

17-5-73 

Madras 

Class II Central Excise Officers Association, Madurai 

1 . Sh, M. Venkataramari 

2 . Sh, S. Nagarajan 

95. 

18-5-73 

Madras 

Sliri C. Chidambaram, Collector of Central Excise, 
Madras 


96. 

18-5-73 

Madras 

Shri M. K. Zutslii, Assistant Collector of Central Ex¬ 
cise Division II Madras 


97. 

18-5-73 

Madras 

Shri N. V. Raghwan Iyer, Assistan Collector of Central 
Excise Division I Madras 


98. 

18-5-73 

Madras 

Shri M. Prasad, Assistant Collector (Audit) 


99. 

18-5-73 

Madras 

Shri P. R. Krislinari, Dy. Collector 


23—8 

DCSI & CE/74 
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100. 13-5-73 Madras Shri Vaidyanathan, Assistant Collector (Headquarters) 

101. 18-5-73 Madras ShriJ. K. Nagarajan, Assistant Collector (Vig.) 

102. 18-5-73 Madras Shri A. C. Saldanha, Appellate Collector. 

103. 18-5-73 Madras Shri K. Sarvanai, Dy. Collector Regional Training 

Institute, Madras 

104. 25-5-73 Madras The All India Central Excise & Land Customs Ministeri- 1. Sh. P. G. Deshpande 

al Officers Federation, Madras 2. Sh. M. Subbaraman 

3. Sh. R. A. Sahni 

4. Sh. A. N. Basu 

5. Sh. N. D. Solamanna 

6. Sh. K. Narayanaswami 

7. Sh. M. Rama Durai 

8. Sh. P. Pandurangam 

9. Sh. Sunder Singh 

10. Sh. Rama Rao 

11. Sh. D. Devabharanam 

12. Sh. N. Nesamani 

105. 21-6-73 Hyderabad Central Excise Class II Gazetted Officers, Association, 1. Sh. S. Raman 

Hyderabad 2. Sh. H. Radhakrishna- 

moorty 

3. Sh. M. Raghavanandam 

4. Sh. M. A. Basha 

106. 22-6-72 Hyderabad Andhra Pradesh Central Excise Class III Executive 1. Sh.Subbarao 

Officers Association of Guntur and Hyderabad 2. Sh. M. Apparao 

Collectorate 3. Sh. S. K. Mohammed 

107. 22-6-73 Hyderabad Shri Butchiah, Assistant Collector of Central Excise, 

Eloru. 

108. 23-6-73 Hyderabad The Central Excise Ministerial Officers Association, 1. Sh. Durairaj 

Hyderabad 2. Sh. Kazi 

3. Sh. Soloman 

109. 23-6-73 Hyderabad Shri S. K. Srivastava, Collector of Central Excise. 

Hyderabad 

110. 23-6-73 Hyderabad Shri G. D. Mittal, Dy. Collector of Central Excise, 

Hyderabad 

111. 23-6-73 Hyderabad Shri N. V. Veeraswami, Assistant Collector of Central 

Excise 

112. 23-6-73 Hyderabad Shri S. R. Hasan, Assistant Collector of Central Excise 

113. 23-6-73 Hyderabad Shri N. Narasingharao, Assistant Collector of Central 

Excise 

114. 23-6-73 Hyderabad Shri A. Rao, Assistant Collector of Central Excise 

115. 23-6-73 Hyderabad Shri R. G. Plater, Assistant Collector of Central Excise 

116. 23-6-73 Hyderabad Mrs. Maitran, Assistant Collector of Central Excise 

117. 26-7-73 Kanpur ShriJ. Datta, Collector of Central Excise, Kanpur 

118. 26-7-73 Kanpur Shri M. V. N. Rao, Collector of Central Excise, Allaha¬ 

bad 

119. 26-7-73 Kanpur Shri A. D. Nagpal, Dy. Collector of Central Excise, 

Allahabad 

120. 31-7-73 Delhi Shri S. P. Kampani, Retired Member, Central Board of 

Excise & Customs 

121. 31-7-73 Delhi ShriJ. N. Saxena, Retired Secretary, Central Board of 

Excise & Customs 

122. 9-8-73 Delhi Shri M. G. Abrol, Member, Central Board of Excise & 

Customs 

123. 9-8-73 Delhi Shri B. A Subba Reddy, Secretary, Central Board of 

Excise & Customs 
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124. 

9-8-73 

Delhi 

Shri G. L. Sawlmcy, Retired Deputy Director of Inspec¬ 
tion,^"Customs & Central Excise 


125. 

9-8-73 

Delhi 

Shri L. M. Kaul, Retired Collector of Central Excise 


120. 

10-8-73 

Delhi 

Shri D. P. Anand, Chairman, Tarill' Commission (for¬ 
merly Chairman, Central Board of Excise & Cus¬ 
toms) 


127. 

10-8-73 

Delhi 

Shri. S. K. Bhattacharjec, Retired, Member, Central 
Ih>ard of Excise & Customs 


128. 

10-8-73 

Delhi 

Shri K. Narasinihan, Member (Tariff), Central Board 
of Excise & Customs 


124*. 

11-8-73 

Delhi 

Shri Jusjit Singh, Chairman, Central Board of Excise & 
Customs, New Delhi 


120. 

11-8-73 

Delhi 

Shri G. S. Sawhney, Director of Revenue Intelligence 


131. 

28-8-73 

Delhi 

Shri S. Vcnkatesan. Member (Appeals), Central Board 
of Excise & Customs 


132. 

14-9-73 

Delhi 

Shri B.N. Bancrjce, formerly Chairman, Centra] Board 
of Excise & Customs 


133. 

10-9-73 

Delhi 

Shri R. G. Misr.t, Officer on Special Duty, Central 
Board of Excise & Customs 

Others 


134. 

1-2-73 

Bangalore 

Indian Coffee Board, Bangalore 

Sh. C. V. Subramanyan- 
Sr. Dy. Chief Coffee Mar, 
keting Officer 

135. 

31-7-73 

Delhi 

Shri A. X. l'ariq, Chairman, Indian Motion Pictures 



Export Promotion Ltd., Bombay 



SECTION I 

BACKGROUND 




CHAPTER I 

INTRODUCTORY 


This part of our Report (Volume II on OR¬ 
GANISATION) is submitted in continuation 
of Volume I on PROCEDURE. 

2. In the first Volume, we recommended a 
system of selective control made up of distinct 
procedures adapted to different needs. We also 
dealt with various aspects relevant to proce¬ 
dure. But procedure is inter-related to organi¬ 
sation and dependent on it for achieving the 
intended objectives. Organisation for its part 
implies structure, inter-connection between 
various parts of the structure, and the manner 
of operation of the parts as well of the struc¬ 
ture as a whole. In very general terms, it is 
with these matters that we deal in this Volume. 
More specifically our present task is relatable 
to the third and to some extent the fourth of 
our terms of reference which read as follows: 



(3) To examine the existing organisa¬ 
tional and administrative set up of the Cen¬ 
tral Excise Department employed for lew 
and collection of Central Excise duties under 
the Self Removal Procedure, and to advice 
the Government in the light of the sugges¬ 
tions and recommendations made with refer¬ 
ence to (1) and (2) above, on such reorgani¬ 
sation as may be considered necessary, keep¬ 
ing also in view the various agency functions 
(like those under the Customs, Gold Control 
and other Acts) which the Central Excise 
Department is at present entrusted with, and 

(4) To make any other recommendations 
germane to the objectives of this investi¬ 
gation”. 

3. The various stages through which the ad¬ 
ministration of excise levies in India has evol¬ 
ved in recent times have been set out briefly 
in Volume I. Broadly, the procedures adopt¬ 
ed from time to time reflected the need to 
collect the tax revenues accruing from an ex¬ 
panding base af excise levies with the mini¬ 
mum of inconvenience to the industry. At the 
same time the organisation responsible for 
collecting excise revenues not only expanded 
but had to be attuned to the new procedures. 
In this process it underwent several changes. 

4. Until 1938 central excise duties were ad¬ 
ministered largely by the Provincial Govern¬ 
ments; and the pattern of control differed 
from province to province. The Central Excise 
Department as such came into existence as an 
appendage of the Salt Department in 1938 
when the administration of both Centra] Ex¬ 
cise and Salt was entrusted to the Central Ex¬ 
cise and Salt Revenue Department, which oper¬ 
ated through three administrative units. 


namely, the Northern India Unit which was 
placed under a Commissioner and the units 
in Bombay and Madras which were headed by 
Collectors. Later, the northern unit was divid¬ 
ed into two independent jurisdictions and the 
Commissioner was replaced by two Collectors, 
one for North West India stationed at Delhi 
and the other for North East India stationed at 
Calcutta. 

5. With expansion in coverage and conse¬ 
quent incraases in work load, the number of 
Collectorates increased; these were organised 
as territorial units usually extending to a part 
or the whole of one State (or metropolitan 
area) or sometimes of more than one State or 
metropolitan area. The general rule is thus 
for all Central Excise work in a defined and 
normally contiguous area to be placed under the 
charge of a Collector of Central Excise. To 
this there are a few exceptions which arise from 
special circumstances. Thus, in Andaman and 
Nicobar Islands excise work is entrusted to 
the Deputy Commissioner, Andaman and Nico¬ 
bar Islands. The Administrator of the Kandla 
Free Trade Zone, who is under the adminis¬ 
trative control of the Ministry of Foreign 
Trade, looks after the excise work in that area. 
In Kerala the Collector, Cochin, is both the 
Collector of Central Excise for the entire State 
of Kerala (including the Union territory of 
Laccadives, Amindevi and Minicoy islands) 
and Collector of Customs for the port of 
Cochin. His administration, however, is orga¬ 
nised in two wings independent of each other 
both in the field and at headquarters. The 
customs work at Goa and at minor ports, on 
land frontiers and all airports except Calcutta, 
Bombay and Madras, has been entrusted to 
Collectorates of Central Excise, but integrated 
in a common field and headquarters organisa¬ 
tion. By and large, the main work of the 
Collectorates may be summed up as compris¬ 
ing the administration of the Central Excise 
Act and the Gold Control Act, and, in so far 
as minor ports and airports other than those at 
Bombay, Calcutta and Madras are concerned, 
the Customs Act as well. 

6. The Collectorate, with its, Divisions, Cir¬ 
cles and Ranges, remains the basic administra¬ 
tive unit at the field level of the Central Ex¬ 
cise Department. With the passage of time, 
the functions of the Department have greatly 
widened in scope and complexity. As else¬ 
where described in some detail the operation 
of the tax was extended from a few items of 
production to unmanufactured tobacco and 
coffee and later to a progressively increasing 
number of manufactured products. The latter 
now cover almost the whole spectrum of in¬ 
dustry, and a huge number of the items are 
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assessable at ad valorem rates. Along with 
these molifications, the field administration 
and the pattern of control underwent changes. 
An account of these lias been given in the pre¬ 
vious Volume together with a description of 
the functions of some of the field formations. 

7. The Central Board of Revenue, which had 
been created in 1924 as a statutory authority 
for controlling and supervising the adminis¬ 
tration of central revenues, assumed in 19?>8 
direct responsibility for levy and collection of 
central excise duties with a view to improving 
realisations and introducing uniformity in 
procedure, rules and regulations. The consti¬ 
tution and status of the Board has undergone 
several changes, the latest and most important 
being the replacement in 19t>3 of the Central 
Board of Revenue by two separate Boards one 
for Direct Taxes and the other for Excise and 
Customs. In the administration of centtal ex¬ 
cise duties, the Central Board of Excise and 
Customs, is assisted by several subsidiary orga¬ 
nisations like the Directorate of Inspection, 
Directorate or Training, the Statistics and In¬ 
telligence Branch and the Central Revenues 
Control Laboratory with its chain or regional 
and other laboratories. There is also the Direc¬ 
torate of Revenue Intelligence which was esta¬ 
blished in 19n7 as an attached office of the Cen¬ 
tral Board of Revenue, primarily in order to 
deal with problems of smuggling. Some times 
ago the administration of this directorate was 
transferred to the Cabinet Secretariat; it conti¬ 
nues, however, to he manned largely by officers 
drawn from Customs and Central Excise 
Departments. The Board is also assisted by a 
Tax Research Unit. 

8. In this Volume, as already stated, we con¬ 
cern ourselves with the organisational and ad¬ 


ministrative aspects of the subject of our en¬ 
quiry. In the Chapters which follow tve deal 
with the various institutions referred to above 
both in the context of our recommendations 
and of the views and evidence placed before 
us. 'There are six Sections or which the first 
traces the evolution of the organisational struc¬ 
ture as it exists today. The second Section 
spells out briefly the implications and princi¬ 
ples of the new patterns, the particular pro¬ 
blems which tire likely to arise at the time of 
their introduction and the operational issues 
thereafter required to be sorted out. In the 
third Section are set out our main recom¬ 
mendations concerning structure and organi¬ 
sation. The fourth Section concerns itself with 
personnel in its short term and long term as¬ 
pects including re-deployment of existing man¬ 
power and recruitment and training of those 
who in future must operate the patterns 
of selective control. In the fifth Section we 
deal with institutional reform. The fields 
covered are public relations, chemical labor¬ 
atories and statistics and intelligence. The last 
Section contains our concluding observations 
and acknowledgments. The appendices are a 
summary of the recommendations contained in 
the two Volumes. 

9. One point remains to be mentioned. In 
Volume I we had stated that the procedural 
implications of the new law on valuation, and 
its bearing on the whole question of future 
organisation have to be studied in the light 
of the rules to be promulgated. We had accor¬ 
dingly proposed to do so in this Volume when 
dealing with relevant aspects of organisation. 
We find that the new valuation law’ has not yet 
come into force, nor have the contemplated 
rules been promulgated so far. Our recom¬ 
mendations on organisation are accordingly 
based on the existing position. 



CHAPTER 2 


CENTRAL BOARD 


The functions of the Central Board of 
Revenue which, as already stated, was esta¬ 
blished under the Central Board of Revenue 
Act, 1924, were to direct, control and supervise 
the administration of Central Revenues. The 
Central Board was designated the Chief Reve¬ 
nue Authority under the various fiscal statutes. 
The Members of the Board were given ex-offi¬ 
cio status in the Secretariat hierarchy. So far 
as indirect taxes were concerned the Board 
controlled only the Customs administration of 
the major ports, through Collectors of Customs 
and of the minor ports the land customs fronti¬ 
ers, and the levy on salt through the Salt De¬ 
partment. It was in 1938 that Central Excise 
duties, which until then had been administered 
largely by the Provincial Governments, also 
came under the direct authority of the Board. 

2. One of the objects in setting up the Cen¬ 
tral Board of Revenue was to relieve the Secre¬ 
tariat of the Government of India of detailed 
administrative functions with regard to collec¬ 
tion of revenue. Moving the Central Board 
of Revenue Bill in 1924 for the consideration 
of the Council of States, the Finance Secretary 
observed: — 

“Clearly, if this direct administration by 
the Central Government is to be possible we 
want an appropriate machinery, and the 
machinery cannot be impersonal machinery 
of the Government of India Secretariat. We 
want the Heads of this Department to be in 
close personal contact with their work and 
with their officers. We want them to be 
touring officers constantly visiting the main 
centres of the country. We want them to 
interview frequently the important Cham¬ 
bers of Commerce and other representatives 
of the tax payer. The efficient administra¬ 
tion of a revenue department is clearly not 
solely a question of collecting a large amount 
of revenue; it implies that the revenue should 
be collected with minimum of inconvenience 
to the public and also that the public should 
have opportunities of representing and dis¬ 
cussing their grievances”. 

3. In 1949, the Central Board of Revenue 
was invested with secretariat status and became 
the Revenue Division of the Ministry of Fina¬ 
nce. Later in 1956, its status was raised to that 
of a Department in the Ministry of Finance. 
The strength of the Board varied from time to 
time and so did the ex-officio status of the 
Chairman of the Board which was that of a 
Joint Secretary, Additional Secretary, Secretary 
and again Additional Secretary at different 
times. 


4. The Direct Taxes Administration Inquiry 
Committee (1958-59) recommended that the ex¬ 
isting Board should be reorganised into two 
wings, one for direct and the other for indirect 
taxes, with a common Chairman. The Central 
Excise Reorganisation Committee (1963) ex¬ 
pressed its agreement with the view that there 
should be two Boards of Revenue, not merely 
on the basis of revenues raised by them, 
but on an appreciation of the intricacies of 
the levies entrusted to each. They did not, 
however, subscribe to the recommendation that 
the two Boards should have a common Chair¬ 
man and observed that, there being little simi¬ 
larity between direct and indirect taxes, they 
should constitute two distinct and separate en¬ 
tities each with its own Chaitman. The Com¬ 
mittee also endorsed the view expressed by the 
Estimates Committees of Parliament (in its 
Forty-Ninth Report, 1958-59) that in combining 
in the same body the secretariat functions of 
the Department of Revenue and the adminis¬ 
trative functions of the Central Board of Re¬ 
venue as the chief revenue executive, the pur¬ 
pose of the Central Board of Revenue Act had 
been largely defeated. They recommended 
that the Board should cease to be a department 
of the Government. 

5. With the enactment of the Central Board 
of Revenue Act in 1963, two separate Boards of 
Revenue came into existence, one for Direct 
Taxes and the other for Excise and Customs. 
All functions of the erstwhile Central Board 
of Revenue which related to matters connected 
with direct taxes, as specified in the Act, were 
assigned to the Central Board of Direct Taxes. 
All other matters, unless in any specific instance 
otherwise directed by the Central Government, 
were to be discharged by the Central Board 
of Excise and Customs. The two Boards con¬ 
tinue to perform secretariat functions as an in¬ 
tegral part of the Department of Revenue and 
Insurance in the Ministry of Finance. It is the 
Central Board of Excise and Customs which is 
the Chief Executive Authority entrusted with 
the administration and enforcement of Central 
Excise arid Customs Law's. 

6. The Central Board of Excise and Customs 
as now constituted has a Chairman and four 
Members. The Chairman is ex-officio Addi¬ 
tional Secretary in the Department of Revenue 
and Insurance, while the Members are ex-offi¬ 
cio Joint Secretaries in the Department. 

7. Under the Central Board of Excise and 
Customs (Regulation of Transaction of Busi¬ 
ness) Rules, 1964, the Chairman of the Board 
may, by an order made with the previous 
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(vii) Such other matters which the Chair¬ 
man or with his prior approval, any 
Member, may sponsor for discussion/ 
decision by the full Board. 

Meetings are held, not at fixed intervals, but 
as and when matters arise which appear to be 
important enough to call for consideration by 
the Board as a whole. 

10. The Board functions through a secre¬ 
tariat. Appointments to various posts in this 
secretariat (excluding posts of a purely tech¬ 
nical character for which separate recruitment 
rules have been framed) are made in accord¬ 
ance with the general rules and scheme regu¬ 
lating appointment to posts in the secretar¬ 
iat of the Central Government. Appointments 
to the posts of Deputy Secretary and Under 
Secretary are broadly regulated by the scheme 
formulated by the Central Government for 
staffing senior posts in the Central Secretariat. 
Officers of the Indian Customs and Central 
Excise Service, Class I, are also eligible for 
appointment to these posts under the scheme. 
The Board’s secretariat is organised into Ad¬ 
ministration and Technical branches. Since 
adequate knowledge and experience of Cen¬ 
tral Excise and Customs laws and procedure 
is considered essential for efficient functioning 
at these levels, the posts of Deputy Secretary 
and Under Secretary on the technical side are 
filled exclusively by appointment of suitable 
officers from the two departments of Customs 
and Excise. Possession of technical knowledge 
and experience in revenue administration has 
also been considered desirable at the level 
of the Deputy Secretary in the Administration 
Wing of the Board’s secretariat. Accordingly, 
one out of the two posts of Deputy Secretary 
in the Administration Wing was lately filled 
by the appointment of an officer of the Income 
Tax Service, Class I. In the technical bran¬ 
ches, posts below the level of Under Secre¬ 
tary are held almost entirely by the officers of 
the Central Secretariat and Central Secretariat 
Clerical Services. However, having regard to 
the desirability of providing these branches 
with special expertise, a few posts of Section 
Officers and Assistant have been excluded 
from the purview of the above services and res¬ 
olved for appointment of persons who possess 
the requisite specialised knowledge and exper¬ 
ience. 

11. So far as the functioning of the Central 
Board of Excise and Customs is concerned, 
the principal point made by the industry, in 
their replies to our questionnaire avid in the 
course of oral evidence tendered before us 
is that often there are inordinate delays, even 
in important matters, in obtaining the Board’s 
orders or rulings on references made to it by 
(he Collectors. There does not, it is stated, 
obtain that closeness of dialogue between the 
industry and the Board which would make for 
smooth and harmonious working. This is at¬ 
tributed largely to (i) the location of the Board 


away from the main centres of industrial pro¬ 
duction; (ii) infrequency of visits or tours by 
the Members of the Board to different parts of 
the country in view of their preoccupation with 
work at headquarters; and (iii) inadequacy of 
the present strength of the Board in terms of 
the vastness of its jurisdiction. 

12. The dual character of the Board, which 
functions as the Chief Executive Authority for 
the administration of Central Excise and Cus¬ 
toms on the one hand, and as an integral part 
of the Ministry of Finance on the other, has 
also been commented upon by some witnesses. 
We have already referred to the observations 
on this subject made by the Estimates Com¬ 
mittee in its Forty-Ninth Report. The Direct 
Taxes Administration Inquiry Committee 
(1958-59), however, felt that it was neither 
practicable nor desirable to divorce adminis¬ 
tration entirely from policy making. Several 
other Committees, including the Central Ex¬ 
cise Reorganisation Committee, and working 
groups have examined this question and come 
to divergent conclusions. In its replies to our 
Supplementary Questionnaire, the Board have 
dealt with this question. In their view, the 
present arrangement is positively advantage¬ 
ous, convenient, practical and economical. 
They have emphasised the close inter-connec¬ 
tion between policy making and its execution, 
and expressed the opinion that it would not 
be practicable or desirable to divorce policy 
making from administrative responsibility for 
its implementation. Policy making would 
otherwise tend to become theoretical and un¬ 
realistic. They have also justified the present 
arrangefnent on administrative grounds. 

13. It has been represented by several indi¬ 
viduals and stall associations that there should 
be a separate Board for the Central Excise de¬ 
partment. It is claimed that the functions per¬ 
formed by the two departments of Customs 
and Central Excise presently controlled by the 
Board are in many ways dissimilar. It is 
argued that having regard to the ever expand¬ 
ing base of excise levies and the revenues deri¬ 
ved from them and the vast organisational 
structure required to be controlled by it, the 
constitution of a separate Board for Excise 
would make for greater efficiency and also meet 
the aspirations of Central Excise Officers who 
feel that they have not received adequate jus¬ 
tice at the hands of the present composite 
Board. While conceding that there are some 
differences in the concept and procedures of 
administration of Central Excise and Customs 
duties, the Board have pointed out, in their 
reply to the Committee’s questionnaire, that 
there are many more points of similarity than 
of dissimilarity in the working of the two de¬ 
partments, and that the advisability of bifur¬ 
cating the Board has to be viewed in the light 
of several other considerations. Some of these 
are: (i) the extent of interconnection between 
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Excise and Customs levies both of which 
belong to the field of indirect taxation; 
(ii) I the necessity of a coordinated 
fiscal policy in the field of commodity 
taxation; (iii) the existence of a common Class 
I service for the administration of Excise and 
Customs laws as well as for filling appropriate 
posts in several organisations which serve alike 
both Customs and Excise, such as Directorates 
of Inspection, Training and Revenue Intelli¬ 
gence and the Statistics and Intelligence 
Branch; and (iv) the need for pooling and uti¬ 
lisation of the experience of officers in one ser¬ 
vice for functions required to be performed in 
the other. The Board have also drawn atten¬ 
tion to the recommendation of the Estimates 
Committee (1958-59) which in its Fifty-Seventh 
Report observed that “it would be advantage¬ 
ous if the two departments are amalgamated 
so as to avoid duplication of establishments”, 
and “enable the staff of the two departments 
to be employed more effectively and economi¬ 


cally”. Further it has been stated that in U.K. 
the Board of Customs administer both Cus¬ 
toms and Excise laws. 

14. It has been represented that there is need 
for greater association of departmental officers 
at the lower ranks of the Board’s Secretariat 
for better appreciation and assessment of the 
problems faced by the field staff. The Work¬ 
ing Group of the Administrative Reforms 
Commission on Customs and Central Excise 
Administration had also felt that in order to 
ensure that the Board is fully acquainted with 
the problems of the field, officers in lower 
cadres of the Board’s department should be 
posted to various technical branches of the 
Board including those dealing with adminis¬ 
tration. The Estimates Committee had also 
recommended in its Forty-Ninth Report that 
there should be provision for periodical ex¬ 
change of officers and staff between the Board 
and the field. 





184 


(iii) investigating and reporting on speci¬ 
fic cases referred to the Directorate; 

(iv) evolving units of measurement of 

work and submission of proposals for 
re-staffing of the Custom Houses, 
Minor ports and Land Customs 

stations; 

(v) making recommendations for the 

standardisation of forms and regis¬ 
ters; and 

(vi) drafting and vetting rules and regu¬ 
lations framed under the Customs 

Act. 

6. In 1960, however, it was decided to dis¬ 
continue the system of routine inspection of 
the Customs Houses. The Customs Wing of 
the Directorate now mainly devotes its atten¬ 
tion to tackling major problems such as proper 
and speedy clearance of passengers and their 
baggage, custody and disposal of confiscated 
goods, expeditious disposal of refund claims 
and simplification of procedures with a view 
to speeding up clearance of goods and disposal 
of papers. 

7. The Directorate is also responsible for 
bringing out certain publications on behalf of 
the Board for the use of the industry and of 
departmental officers. Some of the important 
publications brought out periodically are: 

(i) Customs manuals; 

(ii) Indian Customs Tariff Guide; 

(iii) Compilation of judgments in Customs 
and Excise cases. 

Recently the Board has also entrusted to the 
Directorate the work of bringing out a few 
pamphlets and brochures on various aspects 
of Customs and Excise administration for gene¬ 
ral guidance of the trade. 

8. A number of points have been made in 
regard to the functioning of the Directorate of 
Inspection. Staffed as it is by officers drawn 
from the general cadres in the field, it has been 
stated that they do not possess any special 
expertise or competence to advise the Board 
on technical matters. The utility of the ins¬ 
pections carried out by the Directorate and its 
Regional Units has been questioned by several 
witnesses. In this context we observe that the 
Central Excise Reorganisation Committee had 
expressed the opinion that the Directorate 
should concern itself largely with investigation 
of major revenue problems and procedures and 
that it should not repeat the routine of inspec¬ 
tions of sub ordinate formations which should be 
the sole responsibility of the field officers. This 
view was also endorsed by the Working Group 


on Customs and Central Excise Administration 
(1968) set up by the Administrative Reforms 
Commission when it said that “the Directorate 
of Inspection should be divested of functions 
like conducting training” (since transferred to 
the Directorate of Training), “and departmen¬ 
tal examinations, routine inspections and ad¬ 
visory role for ordinary technical matters, etc.” 

9. The question of the status of the Director 
has also been raised before us. It is said that, 
as it is, the post of the Director which is borne 
on the cadre of Collectors does not carry the 
necessary prestige or authority vis-a-vis the 
Collectors whose charges the Director and his 
officers are supposed to inspect. 

(II) DIRECTORATE OE TRAINING 
(CUSTOMS AND CENTRAL EXCISE) 

10. I he present Directorate of Training 
came into existence in 1969. Earlier the'De- 
partment had set up zonal training schools for 
Inspectors at Kharagoda, Madras, Calcutta 
and Allahabad which functioned under the 
administrative control of the Collectors con¬ 
cerned, and a central training school at Delhi 
under the Director of Inspection. The zonal 
schools imparted a six to eight week’s train¬ 
ing by way of a refresher course while in the 
central school batches of selected officers of 
the grade of Deputy Superintendent and 
Superintendent were put through a ten week’s 
refresher course. Later, the central school was 
also entrusted with the imparting of initial 
training to Class I officers recruited directly to 
the Indian Customs and Central Excise Service. 

11. With the creation of the Directorate of 
Training, the zonal and central schools were 
replaced by— 

(i) A Central Training Institute at 
Delhi under a Director; and 

(ii) Three Regional Training Institutes 
one each at Bombay, Calcutta and 
Madras, headed by Deputy Directors, 
but under the administrative control 
of the Director of Training. 

Ifb The orders setting up the Directorate of 
Draining and the training institutes stipulat¬ 
ed that the Central Training Institute will im¬ 
part initial training to Class I direct recruits, 
arrange for refresher courses for Assistant Coll¬ 
ectors of Customs and Central Excise and pro¬ 
vide for initial training and refresher courses for 
Class II and Class III executive staff of the North 
zone. The Regional Training Institutes were re¬ 
quired to impart initial training to Appraisers 
of Customs and Superintendents of Central Ex¬ 
cise, Preventive Officers and Examiners of Cus¬ 
toms and Inspectors and Sub-Inspectors of Cen¬ 
tral Excise, in addition to arranging refresher 
courses for Class II and Class III executive 
staff in the two departments. 
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13. The Central Training Institute came 
into existence on 1-9-1969 and the three re¬ 
gional institutes at Calcutta, Madras and Bom¬ 
bay started functioning on 18-12-1970, 
15-2-1971 and 8-6-1971 respectively. All the 
four institutes are located in hired buildings. 
The Central Institute at Delhi has a hostel 
which can accommodate thirty three trainees. 
The Regional Institutes have no such arrange¬ 
ment and their training courses are, therefore, 
non-residential. 

14. The Director of Training is responsible 
for drawing up proposals relating to 
training policies, implementation of policies 
approved bv the Board and formulation of 
training schemes and syllabi of studies, as also 
for all matters relating to the management 
and organisation of the four institutes. The 
Directorate organises initial training and re¬ 
fresher courses for Class III ministerial officers, 
special combined courses for officers of other 
organisations such as the Central Bureau of 
Investigation, Directorate of Enforcement etc. 
and provides guidance and assistance in 
training of staff engaged in antismuggling 
work at various centres in different Collector- 
ates. 


15. According to a communication received 
by us in September, 1973, the number of offi¬ 
cers trained at the Central Training Institute 
and the Regional Training Institutes since 
their inception was as follows: — 


1 . 

Class I Officers. 

141 

2. 

Class II - Superintendents of 

Central Excise. 

81 

3. 

Class II - Appraisers of Customs. 

19 

4. 

Class II - Preventive Inspectors of 
Custom. 

9 

5. 

Other Officers - CBI 

7 


-DRI 

10 


- Enforcement 

7 

6. 

Class III Officers. 

821 


16. Several witnesses have laid emphasis on 
the need for training. The difficulties experi¬ 
enced by the Directorate in implementing the 
present training schemes and in expanding the 
scope of their operations are said to be (i) lack 
of adequate accommodation for the institutes 
as well as the hostels; (ii) inability of Collec¬ 
tors to spare officers for training on account of 
lack of training reserves; (iii) inadequacy of 
training skill and knowledge on the part of 
officers employed in the Directorate of Train¬ 
ing; and (iv) paucity of staff. 

17. Having regard to the fact that the Central 
Excise Department alone has a strength of 
nearly 22,000 officers in Class I, II and III, it 
is recognised that the present training facilities 


are grossly inadequate. Another point repeated¬ 
ly brought to our notice was that officers are 
reluctant to go for training because training 
amounts in most cases to maintaining a double 
establishment, which they can ill afford to do. 
It has also been pointed out that, whereas train¬ 
ing extends over several weeks, the payment of 
full daily allowance is discontinued under the 
rules after the initial spell of ten days and this 
involves real hardship to the trainees. 

(Ill) DIRECTORATE OF REVENUE 
INTELLIGENCE 

18. This organisation was established in 
December, 1957 as an Attached office of the 
Centra! Board of Revenue, primarily for the 
following purposes: 

(i) Collection and study of information 
on smuggling activities of organised 
gangs and others; 

(ii) deployment of anti-smuggling resour¬ 
ces at all-India level; 

(iii) arranging training for Investigation 
and Intelligence Officers of the Cen¬ 
tral Excise Departments; and, 

(iv) dealing with problems relating to 
anti-smuggling in the Customs, Cen¬ 
tral Excise and Narcotics departments 
which require handling, direction and 
investigation from the centre. 

19. Sometime ago the administration of the 
Directorate of Revenue Intelligence was trans¬ 
ferred to the Department of Personnel under 
the Cabinet Secretariat. 

20. In the course of his evidence, the Direc¬ 
tor of Revenue Intelligence stated that while 
its charter of functions included anti-smuggl¬ 
ing work related to Central Excise, in actual 
practice the Directorate has not been able to 
devote much attention to this aspect, largely 
because of the paucity of staff and partly for 
the reason that the Directorate has been orga¬ 
nised primarily for tackling cases of inter¬ 
national smuggling. From the evidence before 
us, it would appear to be the position that, in 
respect of Central Excise, there is little or no 
co-ordination of intelligence and investigation 
at the all-India level. 

(IV) DIRECTORATE OF TAX 
RESEARCH 

21. The Taxation Enquiry Commission 
(1953-54) had recommended the setting up of 
nn All-India Taxation Council representing 
the Central Government and all the States, 
with the object of achieving co-ordination of 
tax policies, tax legislation and tax-administra¬ 
tion of the States as between States themselves 
and as between the Union and the States. In 
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the context of this recommendation, they had 
also proposal the setting up of a Tax Research 
Bureau attached to the Ministry of Finance. It 
was stated that, apart from investigation of 
specific issues arising in the course of the busi¬ 
ness of the Council, this Bureau would engage 
itself on a study of the tax system as a whole 
as well as of its main constituents, ie., central, 
state and local taxes; it would keep under re¬ 
view the main developments in foreign tax 
systems; and it would not only serve as a coor¬ 
dinating agency for tax statistics, but take 
steps to improve the statistics for purposes of 
fiscal analysis and research. The Bureau was 
also expected to study the effects of direct tax¬ 
ation on savings and capital formation, the 
impact of certain taxes on particular indus¬ 
tries, the overlap that may arise between Cen¬ 
tral and State commodity taxation and gene¬ 
rally to aid Governments in the formulation 
of tax policies by providing factual, material 
and technical advice. 

22. It appears that instead of a Tax Research 
Bureau as envisaged by the Taxation Inquiry 
Commission two separate research units, one 
for Income tax and other direct taxes and the 
other for Excise and Customs were created in 
due course. An embryonic tax research unit 
for Customs and Excise came into existence in 
1960. The unit expanded subsequently and 
is now called the Directorate of Tax Research. 
It is headed by a Director of the grade of 
Collector of Customs and Central Excise. The 
functions of this organisation so far as Central 
Excise is concerned are as follows: — 

(1) studying and analysing the trends of 
revenue; 

(2) formulation of Budget Estimates; 

(3) maintaining liaison with the various 
economic and statistical organisations 
and other allied Government agencies; 

(4) exploring avenues for additional res¬ 

ources; 

(5) studying and exploring ways and 

means of simplification of the tariff 
structure; 

(6) undertaking comparative studies of in¬ 
direct taxes in other countries; 

(7) drafting of Finance Bill, Notifications, 

preparation of Summaries, Briefs for 

Cabinet, etc., concerned with the 

Budget proposals relating to Central 
Excise, and issue of relevant instruc¬ 
tions to Collectors; 

(8) post-Budget work connected with Parli¬ 
ament Questions and Parliament De¬ 
bates on Budget proposals: processing 
of references/representations received 
from the field formations, trade and 
industry; 


(9) pre and post-Budget market enquiries 
and on-the-spot studies; 

(10) any other ad hoc work connected with 
tariff assigned by the Finance Secre¬ 
tary/Chairman. 

(V) STATISTICS AND INTELLIGENCE 
BRANCH (CENTRAL EXCISE) 

23. This branch functions as a Subordinates 
Office of the Central Board of Excise and Cus¬ 
toms and is under the administative charge of 
an Additional Director (in the grade of a De¬ 
puty Collector of Central Excise). The post 
has lately been upgraded to that of a Collector. 

24. Apart from processing and interpreting 
monthly, quarterly and annual returns it also 
undertakes ad hoc studies assigned to it by 
the Board from time to time. 

Various data are processed manually and 
mechanically and then put out in the form of 
Monthly and Quarterly Bulletins, a Statistical 
Year Book and other publications. In addition, 
Excise and Customs Tariffs and Working 
Schedules are issued by the Branch sometime 
after the presentation of the annual budget. 
Lately the Statistics and Intelligence Branch 
has been equipped with a small printing press. 

25. It has been represented that compilation 
of statistics by the Branch and issue of its 
various publications are subject to long delays 
and that out dated methods are still being 
followed in the matter of collection, compila¬ 
tion and reporting of various data. In spite 
of a recent switch over to computerisation for 
a number of returns the bulk of the compila¬ 
tion is still manual. It was stated that the 
principal cause for delay arose at the field 
level wheTe the work of collection of returns 
and their compilation takes a long time. At 
present the Branch compiles statistics at the 
secondary stage i.e. from returns which them¬ 
selves have been compiled by the field forma¬ 
tions from primary documents received or coll¬ 
ected from the producing units. It was put 
to us that this work could be speeded up great¬ 
ly if the Statistics and Intelligence Branch it¬ 
self undertook the compilation of data from 
primary documents. 

26. The Central Excise Reorganisation Com¬ 
mittee (1963) had observed that though the 
Statistics and Intelligence Branch had for its 
attributes both statistical and intelligence fun¬ 
ctions, in fact it was no more than a statistical 
compilation unit as its composition was hardly 
designed to undertake any intelligence work. 

It was represented that, though its strength 
had increased over the years, there had been 
hardly any change in the functioning of this 
organisation. We were, however, informed 
that the Branch has since been entrusted with 
the responsibility of collecting information 
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for fixing tariff values and that a Central Ex¬ 
change has recently been established in the 
Branch to examine problems of classification and 
valuation at the all India level. This, it is 
claimed, will result in a substantial expansion 
of its activities. 

(V) CENTRAL REVENUES CONTROL 
LABORATORY 

27. The need for technical advice on matters 
connected with interpretation of import tariffs 
and classification based on scientific termino¬ 
logy led to the creation of a Central Revenues 


Control Laboratory. Later, regional labora 
tories were set up in major Custom House 
and the scope and functioning of these labora 
tories were expanded to include analysis o: 
samples of excisable goods and tendering ol 
advice on technical matters connected witl 
the Central Excise Tariff. 

28. Presently, in addition to the Central 
Revenues Control Laboratory at Delhi and i 
regional unit attached to it, there are twelve 
laboratories located at Bombay, (one in tht 
Custom House and one in Esso refinery). Cal 
cutta, Madras, Cochin, Baroda, Digboi, Bara 


No. of samples analysed during 


Delhi 

Bombay 

Calcutta 

Madras 

Cochin 

Okha 

Kandla 

Baroda 

Digboi 

Esso 

Gharipur 

Neemuch 


1970-71 1971-72 1972-73 


Excise 

Total 

Excise 

Total 

Excise 

Total 

8,878 

9,961 

8,840 

10,791 

9,576 

10,898 

16,243 

51,068 

19,183 

52,889 

21,722 

60,930 

5,368 

10,962 

6,179 

12,682 

7,537 

13,863 

6,657 

12,122 

7,393 

12,677 

9,300 

14,911 

1,841 

3,033 

2,033 

3,389 

2,159 

4,250 


69 

.. 

123 

.. 

38 


72 

.. 

139 

.. 

130 

3,944 

3,969 

5,190 

5,359 

4,717 

5,355 

1,035 

1,035 

1,188 

1,188 

1,488 

1,488 

1,313 

1,313 

920 

922 

460 

461 


24,958 

.. 

21,623 

.. 

24,364 


13.712 

.. 

15,820 

.. 

23,114 


uni, Okha, Kandla, Ghazipur and Neemuch. 
A laboratory is expected to start functioning 
in Visakhapatnam shortly. 

29. The following table indicates the num¬ 
ber of samples analysed at the various labora¬ 
tories, during 1970-71, 1971-72 and 1972-73. 

30. The Laboratories are essentially chemi¬ 
cal laboratories staffed by Chemists and Che¬ 
mical Examiners belonging to the Central 
Revenues Chemical Services. The technical 
control is exercised by the Chief Chemist who 
is also the administrative head of the Central 
Revenues Control Laboratory. At the Board’s 
level the control of these laboratories vests in 
Member (Customs). 


32. The practice which obtains in respect of 
analysis is broadly as follows. Samples of all 
goods of which the tariff depends upon the 
composition of the product are sent to the 
Chemical Examiner (officer in charge of a re¬ 
gional laboratory) and classification and assess¬ 
ment of such goods are determined after the 
analysis is reported by the Examiner. If the 
assessee feels dissatisfied with the test carried 
out by the Chemical Examiner he can ask for 
a retest by the Chief Chemist. The instruc¬ 
tions also provide that, where a party requests 
for retest in a laboratory other than a control 
laboratory, the adjudicating or appellate au¬ 
thority will decide to which other Govern¬ 
ment or semi-Government laboratory the sam¬ 
ple should be sent for retest. 


31. Apart from testing and retesting of sam¬ 
ples, the laboratories exercise indirect techni¬ 
cal control on certain classes of manufacturers 
like tho^ producing sugar, cement, soap etc. 
In such cases, samples of raw materials used 
and intermediate and finished goods produced 
are taken at periodical intervals to ascertain 
whether production has been correctly 
recorded. 


33. It has been represented to us that apart 
from the fact that these laboratories cannot 
under-take many of the physical tests for 
which samples have to be sent to other Govern¬ 
ment and semi-Government institutions like 
the National Test House, Alipore, I.I.T., 
Kharagpur, National Laboratories etc., they 
are ill-equipped even for carrying out some of 
the chemical tests in the sense that they lack 
the latest scientific equipment and literature. 


on o nner b* rw ,ha 
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The laboratories are also said to be under¬ 
staffed inasmuch as the additional staff provided 
from time to time has not been able to keep 
pace with the increase in volume of work. In 
consequence, serious delays occur in analysis, 
and at any given time a large number of sam 
pies is awaiting test. This, it is said, is particu¬ 
larly true of the oBmbay and Bn rod a labora¬ 
tories. 

34. It has also been stated that, in several 
cases, the results of analysis reported by ins¬ 
titutions other than control laboratories, or res¬ 
ults as arrived at on retest by the Chief Chemist 
himself, are materially different from the res¬ 
ults based on first tests carried out by the 
Chemical Examiners. The industry has com¬ 
plained that this state of affairs tends to under¬ 
mine confidence. In this connection it was 
brought to our notice in Bombay that, during 
1968 and 1969, samples dratvn by departmen¬ 
tal authorities from spun yarn produced by a 
manufacturer in Surat from synthetic fibres on 
the cotton system were analysed once by the 
Deputy Chief Chemist, Bombay, and twice bv 
the Chief Chemist and that the results of these 
three tests indicated the acrylic content of this 
yarn to be 98.0%, 98..5% and 99.5% respective¬ 
ly whereas samples drawn from the same lots 
and sent to TAIRO, Baroda and SASMIRA, 
Bombay were declared to be 100% acrylic. It 
was pointed out that since duty on yarn spun 
from 100% acrylic fibre was 0.80 per kg. while 
synthetic blended yarns attracted a duty of 
Rs. 14.0 per kg., the producers in this case 
were unjustly penalised, on the basis of tests 
carried out in departmental laboratories, 
which it was claimed, were erroneous. 
Several instances of variations between the res¬ 
ults indicated by Chemical Examiners and 
those based on retest by the Chief Chemist 
were also brought to our notice. 

(VII) REGIONAL ADVISORY COMMIT¬ 
TEES AND THE CUSTOMS AND CEN¬ 
TRAL EXCISE ADVISORY COUNCIL 

35. With a view to establishing a consultative 
machinery for resolving by mutual discussion 
the difficulties experienced by the industry in 
the day to day administration of Central Ex¬ 
cise, it was decided by Government in 1955, 
that Regional Advisory Committees should be 
set up in all Collectorates of Central Excise, 
with the Collector as the Chairman. The com¬ 
position of the Committee for manufactured 
products was finalised in 1956 and regional 


committees came into existence in almost all 
Collectorates in 1957. Later, it was decided 
that there should be a single Committee for 
both manufactured and unmanufactured pro¬ 
ducts. The members of the Committee include 
representatives of Trade Associations, Cham¬ 
bers of Commerce and Tobacco manufactures. 
The Committee has in all 12 members, with 
a non-official approved by the Board acting 
as the vice Chairman. It is open to the Collec¬ 
tor to co-opt not more than three members to 
the Regional Committee. It is expected to 
meet once in six months. The functions of 
the Committee are purely advisory. Normally, 
discussions are confined to procedural difficul¬ 
ties of a general nature. The Committee may, 
however, discuss any matter, including issues 
of policy underlying individual cases, as dis¬ 
tinguished from the cases themselves. Ques¬ 
tions of judicial or semi-judicial character are 
also outside the purview of the Committee. 

36. Similarly, with a view to providing a 
forum at the centre for the purpose of discuss¬ 
ing general Customs and Central Excise pro¬ 
blems on an all-India basis, the Government 
constituted, in 1959, a Customs and Central 
Excise Advisory Council. This is expected to 
meet half yearly to discuss with representatives 
of trade and industry general problems of pro¬ 
cedure arising from implementation of Excise 
and Customs laws. 

37. It is generally recognised that both the 
Central Advisory Council and the Regional 
Committees serve a useful purpose. About the 
Regional Advisory Committees, several inter¬ 
ests have urged that their constitution and 
functioning should be reorganised so as to ena¬ 
ble them to play a more purposeful role in 
the working relationship between the assessees 
and the Department. Some of the suggestions 
made in this behalf are that (i) they should be 
more broad-based in that representatives of 
each important industry should be nominated 
on the Committee; (ii) they should meet more 
frequently; and (iii) they should have ade¬ 
quate powers with a senior Member of the 
Board being associated, if necessary, with the 
deliberations of the Committee. The Working 
Group on Customs and Central Excise ap¬ 
pointed by the Administrative Reforms Com¬ 
mission suggested that Members of Advisory 
Committees and the Council should be en¬ 
couraged to visit departmental officers and 
observe their working. 



CHAPTER 4 


COLLECTORATE AND FIELD FORMATIONS 


The Collectors charge, as already stated, is 
organised on a territorial basis. The jurisdic¬ 
tion assigned to each Collectorate is specifi¬ 
cally notified under the Central Excise Rules. 
Presently, there are twenty Central Excise Coll- 
ectorates in India, apart from the areas cover¬ 
ed by the Andaman and Nicobar islands and 
the Kandla Free Trade Zone. In size of juris¬ 
diction, amount of revenue, variety of duty¬ 
paying units and number of subordinate field 
formations, the present charges show very wide 
divergences. The functions performed by a 
Collectorate, while primarily concerned with 
th'e collection of central excise revenues, 
involve as already indicated various other items 
such as the administration of the Customs Act 
at the land frontiers, minor and intermediate 
sea ports, the coastline, and airports other than 
Calcutta, Bombay and Madras, in addition to 
the Gold Control Act. Table (1) appended to 
this Chapter sets out some of the particulars- 
confined, however, to excise work, pertaining 
to the different Collectorates. 


2. The machinery of administration is based 
on a ‘Range’ which is the lowest field forma¬ 
tion, either territorial or functional. Initially, 
so far as manufactured production was concern¬ 
ed, a range comprised a factory or a number of 
factories producing excisable goods; and it was 
usually located on the premises of the factory 
itself or in close proximity thereto. In course 
of time the constitution of the Range, includ¬ 
ing its functions, underwent several changes, 
some of which have been described in Vol. I. 
The Range was originally a self-contained 
unit of administration headed by an Inspector 
who, in some cases, was assisted by one or more 
Sub-Inspectors. Later, this comprised a num¬ 
ber of Inspectors brought together in one office, 
first under a Deputy Superintendent and then 
under a Superintendent. Along with increase 
in strength and status the Range underwent 
a diminution of effective responsibility that is 
to say pin-pointed individual responsibility for 
control specific units as well as a denudation 
of its original functions. Thus, some of the 
important duties it had discharged, such as 
inspection, were entrusted to other parts of 
the organisation, e g.. Inspection Groups. In¬ 
deed, under SRP, the functions of a range 
were restricted to assessment of excisable goods 
and it came to be known as the Assessment 
Range. Physical proximity to the manufactur¬ 
ing units was no longer an important need. 
The range headquarters tended therefore to 
be sometimes located at considerable distance 
from such units. 


3. A number of ranges constituted a Circle 
placed under a Superintendent of Central Ex¬ 
cise, and a number of such Circles constituted 
a Division under an Assistant Collector. With 
ranges getting transformed into multiple officer 
formations, headed by Superintendents, the 
institution of Circles gradually disappeared. 
Some of the circle formations together with their 
staff, got merged with Divisional offices. A 
Collectorate comprised a number of Divisions, 
usually four to eight, which were constituted lar¬ 
gely on a territorial basis. In certain instances, 
however, and notably in metropolitan cities with 
their large concentration of industrial units, 
the Divisions were assigned a functional juris¬ 
diction. The present field organisation of the 
Department is based on this pattern compri¬ 
sing, in concentric order, the Collectorate and 
(within it) the Division and the Range, with 
certain ancillary formations like Inspection 
Groups, Preventive Parties and the Internal 
Audit Organisation operating from different 
levels. A Collectorate also has what is known 
as headquarters organisation consisting of a 
number of Assistant Collectors, performing 
different functions, in addition to a Chief Acc¬ 
ounts Officer. Earliei, there was an Assistant 
Collector (Technical) attending to all techni¬ 
cal references in the Collectorate, but some¬ 
time ago the status of this post was raised to 
that of a Deputy Collector. In some of the 
more important Collectorates, a Deputy Coll¬ 
ector and some other staff are also provided 
for work under the Gold Control Act. In cer¬ 
tain areas an Additional Collector is also pro¬ 
vided. This functionary has the status of a 
Deputy Collector, but for adjudication of 
offences etc. he exercises the powers of a Coll¬ 
ector. The normal pattern of organisation in 
a Central Excise Collectorate is indicated in 
the Chart appended to this Chapter. 


4. The Collector is the chief administrative 
authority of the Collectorate. He exercises the 
powers of a Head of Department in relation 
to appointments, promotions, confirmations 
and discipline, as also in respect of all finan¬ 
cial matters enumerated in the General Finan¬ 
cial Rules. He is also, within his territorial 
jurisdiction, the highest administrative autho¬ 
rity under the Central Excises and Salt Act, 
1944, and the rules framed thereunder. He has 
been delegated some of the powers of the Gold 
Control Administrator under the Gold Con¬ 
trol Act. He is Collector of Customs for cer¬ 
tain purposes. His statutory functions in¬ 
clude adjudication of offences without any 
limit in the matter of the value of the goods 
he can confiscate or penalties he can impose 
under the Central Excise, Gold Control and 
Customs laws. He can also remit duty on 
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goods lost or stolen and write-off irrecoverable 
dues, without limit in either case. Prior to 
the creation of the institution of appellate Coll¬ 
ectors, he was the appellate authority for 
orders passed by Deputy Collectors and Assis¬ 
tant Collectors. Under SRP, the Collector has 
been specially vested with the power to nomi¬ 
nate an officer (not lower in rank than an Assis¬ 
tant Collector) to determine the normal pro¬ 
duction of a factory and to assess the short¬ 
falls in production to the best of his judg¬ 
ment. The power to sanction prosecution of 
offenders is also vested in him. In his capacity 
as Collector, he is the Chairman of the Re¬ 
gional Advisory Committee. 

5. The Deputy Collector exercises statutory 
powers, subject to certain limits, in the matter 
of adjudication of offences under Excise, Cus¬ 
toms and Gold Control laws. He also exercises 
powers, without any limit as to the value of 
the goods involved, in respect of composition 
of offences under the Central Excise Law. He 
is empowered to condone losses, write off Cen¬ 
tral Excise duty and sanction rewards within 
certain limits. In the administrative and tech¬ 
nical spheres, he performs several functions 
delegated to him by the Collector and is res¬ 
ponsible for inspection of lower formations 
and implementation of Board’s orders and 
instructions as also for effective supervisory 
control on Central Excise, Customs and, where 
necessary, Gold Control staff. He is expected 
to provide technical advice to field formations 
on both tariff matters and working procedures. 

6. The Assistant Collector in his capacity as 
Divisional Officer, is responsible for the ad¬ 
ministration and enforcement of Central Ex¬ 
cise, Gold Control and Customs laws in his 
jurisdiction. He exercises the powers of a 
“head of office” in all administrative and finan¬ 
cial matters, including certain disciplinary 
powers in respect of Class III and Class IV 
Officers. 'Under SRP, the Assistant Collector 
is the proper officer for approval of classifica¬ 
tion and price lists, even though he may au¬ 
thorise the Range Superintendent in certain 
cases, to approve these lists. He exercises dir¬ 
ect supervisory control over the working of the 
Inspection Groups and is required to associate 
himself with at least fifty inspections (the 
number has since been reduced to twenty 
four) in his charge in the course of a year. He 
is responsible for planning the preventive and 
intelligence work of his Division and for pro¬ 
viding the necessary guidance to the staff in 
their day-to-day work and attending to all 
technical problems arising in his charge. His 
quasi-judicial functions extended to adjudica¬ 
tion of offences under the Central Excise, 
Gold Control and Customs Acts and Com¬ 
position of offences committed under the Cen¬ 
tral Excise Law. He is the licensing authority 
in respect of factories and warehouses falling 
in the highest category and deals with claims 
for refund. He is responsible for compilation 


of statistical returns and their timely submis¬ 
sion to the Collector and the Statistics and 
Intelligence Branch. 

7. The Chief Accounts Officer acts as a finan¬ 
cial adviser to the Collector and performs all 
functions relating to preparation of classified 
revenue accounts and their reconciliation with 
figures booked by the treasuries and the Acc¬ 
ountant General. He prepares estimates for 
revenue receipts and expenditure pertaining 
to the Collectorate, undertakes audit of refund 
claims, issues cheques for refunds sanctioned 
in certain cases, scrutinises personal ledger acc¬ 
ounts maintained by the assessees and is res¬ 
ponsible for receipt and accounting of cheques 
tendered towards payment of duty. In relation 
to establishment, he is the drawing and dis¬ 
bursing officer for all non-gazetted staff posted 
in the Collectorate office; he also acts as the 
controlling and sanctioning officer in respect 
of claims presented by non-gazetted staff. He 
is responsible for maintaining General Provi¬ 
dent Fund accounts of Class IV employees and 
for scrutiny of pension cases. The Chief Acc¬ 
ounts Officer is assisted by an Assistant Chief 
Accounts Officer and a complement of minis¬ 
terial staff in various grades. At one time, in¬ 
cumbents of the post of Chief Accounts Offi¬ 
cer were provided by the Comptroller and 
Auditor General, but the posts are now filled 
wholly by selection from amongst ministerial 
officers in the Department. 


8. Apart from statutory audit carried out 
by the Comptroller and Auditor General, there 
also exists an internal audit organisation of 
the Department, operating from the Collector¬ 
ate level. The organisation is headed by an 
Assistant Collector (Audit) who has a number 
of audit parties working under him. Each such 
party consists of auditors drawn both from the 
executive cadre of Inspectors and the minister- 
ials cadre of Upper Division Clerks, with an 
officer of the status of a Superintendent of Cen¬ 
tral Excise (Executive) or an Examiner of Acc¬ 
ounts (Ministerial) being placed in charge of 
each party. The main functions of the audit 
parties are as follows: — 

(i) Auditing the accounts maintained by 
factories, warehouses and ranges oper¬ 
ating under the system of physical 
control. 

(ii) Dealing with major defects arising 
out of the reports of Inspection 
Groups as are brought to the notice of 
the Collector by the Assistant Collec- 
ector concerned. If after going 
through the reports received by him, 
the Collector is satisfied that the work¬ 
ing of a particular unit requires a 
further probe, he may direct that the 
unit concerned be subjected to full 
audit. 
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(iii) Test auditing the accounts of units 
yielding substantial revenue or having 
a complicated excise tariff. This again 
is carried out in respect of units speci¬ 
fically indicated by the Collector. 

(iv) Looking into the reports of statutory 
audit carried out by the audit parties 
of the Accountant General concerned. 

9. The Preventive Organisation of the De¬ 
partment operates from both the Divisional 
and the Collectorate levels. The Divisional 
Preventive unit consists of a number of Ins¬ 
pectors headed by a Superintendent, while the 
organisation functioning from the Collector 
ate headquarters consists of a number of Ins¬ 
pectors with one or more Superintendents placed 
under an Assistant Collector. In Collectorates 
where there are a number of Divisions located 
at the Collectorate headquarters itself, the 
Divisional Preventive Organisation does not 
function as a separate unit: the entire preven¬ 
tive work in such cases is centralised in the 
Collectorate. 

10. Both the Divisional and Collectorate 
offices have a complement of ministerial staff. 
The ministerial cadre, apart from the posts of 
Chief Accounts Officer, Assistant Chief Ac¬ 
counts Officer, Administrative Officer and Ex¬ 
aminer of Accounts, consists of non-gazetted 
officers in different grades, namely, (i) Lower 
Division Clerks, (ii) Upper Division Clerks (iii) 
Head Clerks, (iv) Deputy Office Superinten¬ 
dents, and (v) Office Superintendents, in addi¬ 
tion to the cadre of stenographers and a num¬ 
ber of other ministerial posts like Hindi trans¬ 
lators, typists and draftsmen. 

11. There also exists a cadre of Class IV 
officers, consisting of peons who are designated 
as Sepoys and Daftries. Sweepers are among 
those in the Class IV category. 

12. A statement indicating the strength of 
various cadres in the Central Excise Depart¬ 
ment is appended as Table (2) to this Chapter. 

13. Several features of the Collectorate and 
other field formations, have come under criti¬ 
cism. Some of the points made by the indus¬ 
try, in so far as they relate mainly to procedure, 
have been dealt with in the preceding Volume. 
Other comments pertain to organisation and 
administration. These are taken up in the 
paragraphs which follow. 

14. It has been urged that the administrative 
Machinery of the department has not respond¬ 
ed adequately to the changing needs of the sit¬ 
uation. It is claimed, for example, that while 
the manufacturing techniques followed by the 
industry have become increasingly sophisticat¬ 
ed, the organisation continues to operate on 
the same out moded patterns as before. The 


industry also complains that in certain areas 
of vital importance to them, the authority for 
taking decisions has tended to move upwards 
from the level of Inspector to that of the Su¬ 
perintendent and in some cases to that of the 
Assistant Collector, with consequences which 
are detrimental alike to the interests of the 
industry and the Department. Witnesses from 
the industry as well as the Department have 
at some pains to point out that the Central 
Excise tariff has become increasingly diversified 
and the new procedures place greater reliance 
on accounts. Even so, it is stated, the Depart¬ 
ment has failed to induct into the system ade¬ 
quate technical personnel or to impart to the 
existing staff suitable training for a proper 
comprehension of the complexities of tariff, 
techniques of production and maintenance of 
accounts. The need has been stressed for a pro¬ 
per recruitment and training policy at differ¬ 
ent levels. 

15. So far as the Collectorates are concerned, 
the consensus of opinion is that the present 
delimitation of charges is hardly conducive to 
efficiency. It is stated that even though the 
number of Collectorates has increased over the 
years, several of the present charges are still 
unwieldy, and the Collectors so overburdened 
with routine and peripheral functions that 
they seldom have time to attend to matters of 
real importance. It has also been represented 
to us that the headquarters organisation of the 
Collector suffers from a serious imbalance in 
the sense that while both the Administrative 
and Technical Wings are headed by senior 
Class I officers, the accounts unit is looked 
after by the Chief Accounts Officer who conti¬ 
nues to have a Class II status, even though the 
accounts and audit functions performed by 
him are as important as his technical and 
administrative functions. The need for stren¬ 
gthening the internal audit and preventive 
organisation in the Collectorate, of imparting 
adequate training to the personnel concerned 
and for devising an arrangement whereby the 
Collector has a direct responsibility for major 
revenue earning units in his charge has also 
been stressed. 

16. In regard to the internal audit organi¬ 
sation a point which has been made by minis¬ 
terial associations is that this organisation 
should be manned exclusively by ministerial 
officers. In support of their argument they 
have cited the analogy of external audit carried 
out by the Accountant Generals in which the 
auditors are drawn entirely from the ministe¬ 
rial cadre. The same point is made by them in 
regard to Inspection Groups. 

17. As in the case of Collectorates, the bulk 
of evidence tendered before us suggests that 
Divisional charges are also heavy and Assistant 
Collectors have been saddled with too many 
responsibilities. Some witnesses feel that the 
functional basis on which certain divisional 
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charges are organised is unsatisfactory from 
the point of view of the assessee. 

18. The constitution, staffing pattern, func¬ 
tions and responsibilities of assessment ranges 
have also been criticised. The burden of the 
complaint is that the reorganisation of the 
ranges first on the MOR pattern and then 
under SRP has led to diffusion of responsi¬ 
bility, inaccessibility of officers, absence of ade¬ 
quate communication between the industry 
and the Department, and inordinate delays. 
More specifically, it is stated that in several 
cases the ranges are not coveniently located or 
adequately staffed from the point of view of 
either number or quality of personnel posted. 
It is also said that, even though the clerical 
work involved in a range office is fairly heavy, 
no ministerial assistance has been provided. 
Range offices, it is pointed out, are lacking in 
such essential equipment and facilities as cal¬ 
culating machines, typewriters, articles of sta¬ 
tionery, and an imprest for incurring contin¬ 
gent expenditure. 

19. The Inspection Groups and their work¬ 
ing have been severely criticised. The principal 
points made are that (i) their duties are not 
clearly defined; (ii) some of the functions in¬ 
cluded are more appropriately discharged by 
other formations; and (iii) there is duplication 
between the work performed by Inspection 
Groups on the one hand and Assessment 
Ranges and Internal Audit parties on the 
other. As in the case of other formations, 
lack of familiarity with techniques of produc¬ 
tion and methods of accounting is pointed out 
as a serious handicap. The inspections done 
are said to be perfunctory in character and the 
quality of notes drawn up is described as 


poor. The present frequency of inspections 
carried out is also considered to be unduly 
excessive. The institution of assessment-cum- 
inspection groups which carry out a concurr¬ 
ent day to day check of assessment documents 
has not been facourably received by the industry. 

20. Apart from the general point made about 
strengthening the Preventive Organisation, de¬ 
partmental witnesses have laid considerable 
emphasis on (i) proper selection of preventive 
staff with adequate incentives provided for 
them in consideration of the hazardous nature 
of duties performed, (ii) collection of intelli¬ 
gence, which aspect according to some witnesses 
has not received adequate attention in the 
Central Excise Department, (iii) liberalisation 
of present rules and instructions relating to 
rewards and expenditure from secret service 
funds and (iv) provision of adequate transport 
and other facilities for detection and follow 
up of cases of unlawful removal. Some witnes¬ 
ses have also said that preventive and intelli¬ 
gence activity, in order to be effective, should 
begin at the range level and not remain con¬ 
fined, as at present, to the Divisional and 
Collectorate levels. 

21. In regard to the agency functions per¬ 
formed by Central Excise officers, such as those 
relating to the administration of the Customs 
law at the minor and intermediate posts, land 
frontiers and certain airports and the Gold 
Control Law, it has been generally observed 
that these functions have been performed satis¬ 
factorily by excise officers and that in the pre¬ 
sent scheme of things there is no better alter¬ 
native than to continue to entrust these 
functions to them. 



ftt twwf CoMectorotes There is o Deputy Collector located outside Headquarters eg at JAIPUR ond Divisions. 

BHUBANESWAR to supervise some outlying Divisions. 

In tom, Coltectorates whore there it no A.C Mg.) Superintendent vigilance « under A»tt Collector IH.Ors.) 



NORMAL PATTERN OF ORGANISATION 

IN A CENTRAL EXCISE COLLECTORATE 
































195 


Table I 

Jurisdiction and other important features of Central Excise Colledorates in India 



1. Delhi 

. Union Territory of Delhi and 
State of Rajasthan. 

717,545 

1,381 

6 

25 

2 Chandigarh 

States of Punjab, Haryana, Jammu 
and Kashmir, Himachal Pradesh 
and Union Territory of Chandi¬ 
garh. 

664,231 

2,074 

7 

25 


3 Allahabad 

Districts of Bareilly, Pithauragarh, 

786,351 

1,466 

8 

110 


Almora, Nainital, Shahjahan- 
pur, Pilibhit, Hardoi, Badaun, 
Lucknow, Unnao, Sitapur, Lakhi- 
mpur-Kheri, Faizabad, Bara- 
banki, Sultanpur, Raibareli, Alla¬ 
habad, Pratapgarh, Fatehpur, 
Jaunpur, Mirzapur, Varanasi, 
Ballia, Gorakhpur, Azamgarh, 
Deoria, Ghazipur, Gonda, 
Basti, Bahraich, Rampur, Mora- 
dabad, Pauri Garhwal, Chamoli, 
Bijnor and Banda of the State of 
Uttar Pradesh. 


4 Kanpur 


5 Hyderabad 


6 Mysore 

7 Madras 


8 Madurai 


Districts of Kanpur, Jhansi,Jalaun, 
Hamirpur, Farrukhabad, Etah, 
Agra, Mathura, Aligarh, Mani- 
puri, Etawah, Bulandshar, Mee¬ 
rut, Saharanpur, Dehradun, and 
Muzaffarnagar of the State of 
Uttar Pradesh. 

Districts of Hyderabad, Medak, 
Nizamabad, Karimnagar, Adila- 
bad, Khammam, Nalgonda, War- 
rangal, Mahabubnagar, Ananta- 
pur, Cuddapah, Kurnool, Chit- 
toor, Nellore and Kanigiri Podili 
Darsi, Taluka of Ongole District 
all of the State of Andhra Pra¬ 
desh. 

State of Mysore. 

Districts of Madras North Arcot, 
South Arcot, Chingleput, Than- 
javur, Salem, Dharampuri, Coim¬ 
batore and Nilgiris of the State 
of Tamil Nadu, the area compris¬ 
ed in Malkipara Tea Factory 
Range (being a part of Pariyaram 
village of Mukundapuram Taluk 
of Trichur District, Kerala State) 
and the Union Territory of Pondi¬ 
cherry excluding Mahe commune 
and the village Yanam. 

Districts of Tiruchirapalli, Madurai 
excluding the area comprised in 
Kolukumalai Tea factory Range 
(being part of Kettagudi village 
of Uthamapalayam Taluka of 
Madurai District) Ramanatha- 
puram, Tirunelveli and Kanya- 
kumari of the State of Tamil 
Nadu. 


1,382,476 


622,678 


1,104,316 

1,702,970 


326,911 



Table I — Contd. 


1 2 3 4 5 


9 Cochin .... State of Kerala excluding the areas 1,071,987 673 

comprised in Malakipara Tea 
Factory Range (being a part of 
Pariyaram Village of Mukunda- 
puram Taluk of Trichur District, 

Kerala State) but including the 
areas comprised in Mahe com¬ 
mune of the Union Territory of 
Pondicherry and Kolukumalai 
Tea Factory Range (being part of 
Kottagudi village of Uthama- 
palayam Taluk of Madurai Dis¬ 
trict, Tamil Nadu State) and 
Union Territory of Laccadive, 

Minicoy, Amindivi Islands. 

. 10 Guntur .... Districts of Srikakulam, Visakha- 669,313 274 

patnam, East Godawary, West 
Godawary, Krishna, Guntur and 
Ongole excluding Kanigiri Podili 
Darsi Taluka all of the State of 
Andhra Pradesh and the village of 
Yanam of the Union Territory of 
Pondicherry. 


11 Calcutta & Orissa 

♦ 

. Districts of Calcutta 24-Parganas, 
Howrah and Midnapur of the 
State of West Bengal and State of 
Orissa. 

2,199,710 

2,652 





12 Patna 

. State of Bihar 

1,395,502 

267 


13 West Bengal . , . Districts of State of West Bengal 974,895 470 

other than those specified against 
Calcutta and Orissa Collector- 
ate. 


14 Shillong .... States of Assam, Nagaland, Megha- 586,430 752 

laya, Manipur and Tripura and 
the Union Territory of Arunachal 
Pradesh and Mizoram. 


15 Baroda .... Districts of Surat Bulsar, Dange, 1,996,430 1,857 

Broach, Baroda, Kaira, Panch- 
mahal and Ahmedabad and Dash- 
kroi Taluks of Ahmedabad dist¬ 
rict, all of the State of Gujarat in 
the Union Territory of Dadra and 
Nagar Haveli and the territory of 
Daman of the Union Territory of 
Goa, Daman and Diu. 

16 Nagpur .... State of Madhya Pradesh and the 955,365 547 

districts of Chanda, Bhandara, 

Nagpur, Akola, Buldhana, Yeot- 
mal, Amraoti, Wardha and Raj- 
pura of the State of Maharashtra. 

17 Bombay .... Districts and Talukas of the State 4,711,117 3,253 

Maharashtra other than those 
areas specified under Nagpur and 
Poona Collectorate. 


18 Poona .... Districts of Ahmadnagar Jalgaon, 1,108,351 825 

Dhulia, Nasik, Poona, Satara, 

Sholapur, Sangli, Kohapur, 

Aurangabad, Porbhani, Nanded, 

Blur, Osmanabad, Kolaba, Rat- 
nagiri and Thana except Thana 
taluka of Maharashtra State. 
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1 

9 

3 

I 

5 

6 


7 

19 Goa . 


. . Territory of Goa of the Union Tei- 
ritory of Goa, Daman & Diu. 

185.780 

90 



4 

20 Ah medalud 


Districts of Ahmedabnd excluding 
Ahmedabad and Dashkroi taluks. 

478.210 

572 

3 


16 


Gandhinagar, Mahasana, Banas- 
knntha, Sabnrkaniha, Surendra- 
nagar, Rajkot. Jamnagar, Kutch, 

Amrili, Bhava.uagar and Jauna- 
gadh all of the State of Gujarat 
and the territory of Dili of the 
Union Territory of Goa, Daman 
and Diu. 

Totat . 23,(HO,508 21,880 133 '902 


Sonne —Central Excise Statistics Quarterly Bulletin- S. Sc I. Branch Year Statements attached Information received 
June, 1973 Yol. Kill No. 1, issued by Siaristies Book Vol. I, 1972-73 to Vol. [ of our from Gollectorates (F 
& Intelligence Branch (Central Excise), New pages 303-425. Report. No. 11(5) 73/111). 

Delhi. 


Tablk 2 


Strength of various cadres in the Central Excise Department 


S.No. (' ’(In* 




Strength as on 1-7-73 


Glass I 





1 

Collector ........ " V-"A . 




19 

2 

Appellate Collector ........ 




4 

3 

Additional Collector ....... 




2 

4 

Deputy Collector ........ 




29 

5 

Assistant Collector ........ 




287 

6 

Superintendent Class I ....... 




124 

7 

Chemical Examiner ....... 




3 


Total .......... 




468 


Class 11 





i 

Chief Accounts Officer . . . . . 




19 

2 

Assistant Chief Accounts Oilicer ...... 




22 

3 

Administrative Officer 




114 

4 

Superintendent Class II 




1,621 

. 1 

Assistant Chemical Examiner ...... 




3 

0 

Hindi Officer ......... 




i 


Total. 




1,81 (j 


Class III (ExEtamvii) 





1 

Deputy Superintendent (C.T.) 




16 

2 

Inspector (SG) ......... 




2,027 

3 

Inspector (OG) ......... 




9,165 

4 

Women Searcher ........ 




77 

5 

Motor Mechanic ........ 




5 

r, 

Driver .......... 




357 

7 

Others (Chemical Asstts, Carpenter, Radio Technician, Telex Operator, ShroiT) 


9 


Total .......... 




11,956 


27- 8 DCS! & CFi/74 
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S. No. Cadre Strength as on 1 -7-73 

Class III (Ministerial) 

1 Office Superintendent ........... 143 

2 Deputy Office Superintendent .......... <’13 

3 Head Clerk. * 78 

4 Upper Division Clerk ............ 3,371 

5 T.ower Division Clerk ........... 2,481 

6 Stenographer (SG) ............ 26 

7 Stenographer (OG) ............ -V 1 

8 Cashier .............. 1 

9 Draftsman ............. 18 

10 Hindi Translator ............ ’ 0 

11 Hindi Typist ............. '11 

Total. 7,680 


Class IV 

1 Gestetner Operator ............ 136 

2 Daftry (S.G.). 22 

3 Daftry (O.G.). 305 

4 Jamndar .............. 205 

5 Sepoy.•' ' • • • 

6 Others (Sweeper, Mali, Chowkidar etc. etc.) ....... 304- 

Total .' • ' • 11,328 

Grand Total 

Class I . . . • . . A JK Li!. 468 

Class II. 1,810 

Class III (Executive) ........... ll ibfi 

Class III (Ministerial) .... . 7,680 

Class IV. 11-328 

33,2 13 


Source .—Information received from the Ministry <>l Finance :! Jcp lrtmeut of Revenue & Insurance) F. Xa 1.- 73 111. 

















CHAPTER 5 

PERSONNEL: STRUCTURE AND GRADES 


In tit* preceding' Chapters we have made a 
passing mention of the various cadres and 
grades in the Central Excise Department. The 
time sc.de posts in Class I comprise Superin¬ 
tendents Class 1 and Assistant Collectors who 
presently carry an integrated pay scale of 
Rs. dOO-iilaO. Deputy Collectors on Rs, 1300- 
1000 constitute the junior administrative grade. 
Collectors who arc in the pay scale of Rs. 
1800-2250 are heads of department, with 
certain posts of Collectors carrying a special 
pay. The top posts are those of Members of 
the Central Board of Excise and Customs. 
There are also Joint Secretaries dealing with 
Revision Applications in the Ministry of 
Finance. 

2. Prior to 1959, Customs and Centra! 
Excise constituted two distinct and separate 
services. The Customs Department was con¬ 
cerned primarily with imports and exports 
through the rnajoi c ustoms ports. The admini¬ 
stration of minor ports and land customs 
frontiers vested originally in the Salt Depart¬ 
ment from which it passed as a legacy to the 
Central Excise Department. Even though the 
two departments were sometimes administered 
by the same Membei in the Board (which tintill 
191)5 was a common Board for Central Reve¬ 
nues including Direct Taxes), their develop¬ 
ment followed different patterns according to 
administrative and organisational needs. The 
Customs Department had a Class I service of 
its own, but the Central Excise Department, 
which came into existence much later, was 
manned largely by Class II officers except for 
certain super-cadre posts like those of Collectors 
and Deputy Collectors. Appointments to these 
higher posts were made by promotion of Class 
II officers from the service or by drafting 
officers for short periods from the Customs 
Service, the Indian Civil Service and other 
sources. With the progressive industrialisation 
of the country and the need for larger resource 
mobilisation the tempo of excise levies, and 
along with it the activities of the Central Excise 
Department, increased appreciably from time to 


time and there was a demand for creating a 
Class I service for Central Excise as well. This 
was constituted in 1955. Thereafter in 1959, a 
Elision was taken to merge the Customs and 
Excise services at. the Class I level into a single 
Indian Customs and Central Excise Service. 
At lower levels, i.e.. Class II and below. Excise 
and Customs continue to be two separate ser¬ 
vices regulated by rules and regulations formu¬ 
lated b\ the two departments. The integration 
of the two services at the Class I level entailed 
a certain number of problems, including 
clative seniority and numerical representation 
•n the combined cadre. Several witnesses have 
contended before us that there are several 
points of dissimilar ity between the two services 
■even if the two sets of duties, customs and 
excise, come under the descriptive category of 
'‘indirect taxes”—and that the integration 
itself lacked a valid base of justification. The 
feeling has been expressed that, even though 
the excise duties contribute by far the largest 
revenue to the central exchequer, the Depart¬ 
ment as such is but poorly represented in the 
higher echelons, including the Board. 

\p|>oinlmcnts to the integrated Indian 
Customs and Central Excise service are made 
by direct recruitment through a competitive 
examination conducted by the U.P.S.C. (which 
is common for all Central Class I and All-India 
Services) to the extent of 50% of the vacancies 
while the remaining,.50% are filled by promo¬ 
tion of Class If officers in the two departments 
in a certain numerical proportion. 

4. Outside Class I, the service cadres in the 
Central Excise Department are either minis¬ 
terial or executive. Class IV constitutes a 
separate cadre by itself. 

Ministerial uon-gazetted cadre 

5. The ministerial 1101 , 1 -gazetted cache consists 
of the following posts carrying the settles of pay 
indicated against them. 

O 



Pest 

Pay scale applicable prior Ui Thi 
Pay Commission’s recommendation 

rd Pay scale applicable as a result of the 
Pay Commission’s recommendation 



Rs. 

Rs. 

fi) 

O ffice Su per i ntej idon t 

450-25-575 

700-30-700-35-900 

fill 

Deputy Office Superintendent 

335-15-425 

550-20-050-25-750 

{in) 

Head Cleric 

210-10-290-E5-320-EB-l 5-380 

425-15-500-El!-15-500-20-700 

(iv) 

Upper Division Clerk 

130-5-100-8-200-EB-8-250-11B-8-25M1- 
10-300 

330-10-380-E B-l 2-5< )0-E B-15-500 

(v) 

Lower Division Clerk 

110-3-! 31 -!- J 55-Ell-4-! 73-5-180 

20IM1-290-EB-0-326-8-36G-EB. 8-390-10- 
400 

(vi) 

Stenographer (Ordinary garde) 

130-5-160-8-200-E15-8-256-KB-8-28U- 
10-300 

330-10-380-El!-12-500-E11- ] 3-560 

(vih 

Stenographer (Senior grade) 

210-! 0-290-! 5-320-El!-15-425 

425-15-500-EI!-15-500-20-700 

(viii) 

Woma n Sea rch or-cu in- el or k 

110-3-131-1-155-EH-1 -175-180 »ms 
Rs. 20 Spl. Pay 

330-8-370-10- tOO-E 15-i 0-480 
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In the above cadre, direct recruitment is 
confined to the grade of Lower Division Clerk, 
Stenographer (Ordinary Grade) and Woman 
Scarcher-Cum-Clerk. The remaining appoint¬ 
ments are filled by promotion from lowei 
grades subject to the fulfilment of certain crite¬ 
ria regarding length of service, suitability etc. 


Some of the posts are “selection posts”, this 
implying a high degree of selectivity at the 
stage of promotion. 

(). Ihe strength of ministerial posts in the 
Department as 1-7-11)73 was as follows: — 


L (i) Office Superintendent 

(ii) Deputy Office Superintendent 

(iii) Head Clerk 

(iv) U.D.Gs. 

(v) L.D.Gs. 

[ (vi) Stenographers (S.G.) 

(vii) Stenographers (O.G.) 

(viii) Women searchcr-cum-clerk 

7. The principal grievance of the ministerial 
stall is that for purposes of promotion they 
hare far too many stages to go through. From 
the draft recruitment rules framed by the De¬ 
partment in 11)71 (which does not seem to have 
been formalised so far) it appears that a Lower 
Division Clerk (in the scale of Rs. 2(i0-400) 
will take a minimum of 20 years to become an 
Office Superintendent (in the scale of Rs. 
700-900), provided it is assumed that on com¬ 
pleting his minimum tenure in each grade, he 
is immediately promoted to the higher grade. 
J.n actual practice this docs not happen. On 
the other hand, it is also true that in certain 
areas, for want of eligible personnel, the pres¬ 
cribed stipulation regarding length of service 
is in practice often relaxed. The ministerial 
staff complain of faulty cadre composition and 
lack of adequate career prospects. 

8. We observe that the sanctioned strength 
of posts in the U.D.C. grade is higher than the 
number of posts sanctioned in the grade of 
L.D.Gs. Since recruitment to the former is 
based entirely on promotion from the grade 
of L.D.Gs., this has created a serious adminis¬ 
trative difficulty inasmuch as U.D.Gs. cannot 
be recruited direct and L.D.Cs. are too small a 


1+3 

013 

!7t! 

3.57J 
2 481 
26 
393 
77 

cadre to meet the entire requirement of U.D.Gs. 
We ;ue told that in consequence a latge num¬ 
ber of posts of Upper Division Clerks are 
vacant in several Coilcctoi ales, with Bombay 
Golleciorate alone having 94 vacancies in this 
grade as on 1-7-1973. 

9. For sometime past the Administration has 
been acting on the policy that the grade of 
Head Clerk should lie gradually abolished and 
posts of Head Clerks upgraded to that of De¬ 
pute Office .'superintendent. In recommending 
revised scales of pay for Head Clerks and 
Deputy Office Superintendents the Third Pay 
Commission have, however, observed that “a 
proportion of posts on these two scales, ranging 
from one third to one half should be placed 
on the lower pav scale that we have suggested 
for Head Clerks'viz., Rs. 425-700”. 

Ministerial Gazetted Cache 

10. In the gazetted cadre, the ministerial 
stall consists of Administrative Officers, Assis¬ 
tant Chief Accounts Officers, Examiners of 
Accounts and Chief Accounts Officers. The 
number of sanctioned posts in these grades and 
pay scales applicable to them ate as under: 


l’ost 

No. of 
posts 

Pay scale applicable prior to 
Third Pay Commission's recom¬ 
mendations 

Pay scale applicable as a result 
of the Pay Commission s recom¬ 
mendations 



Rs. 

Rs. 

(i) Administrative Officer 

144 

330-23-500-30-590-EB-30-300- 
LB-30-830-33-900 

(530-30-740-33-810-EB-35-880-40- 
1000-E15-40-I200 

(ii) Assistant Chief Accounts Oflicer 

22 

Do. 

Do. 

(iii) Examiner of Accounts 

9 

Do. 

Do. 

(iv) Chief Accounts Officer 

19 

590-30-330-33-900 

700-1-0-900-Eii-4U-I 100- >0-1300 


II. There is no direct recruitment to the 
above grades aU appointments to (if, (ii) and 
(iii) being made by promotion from amongst 
office Superintendents or Deputy Office Super¬ 
intendents. Similarly appointments to the post 


of Chief Accounts Officer are made from 
amongst Administrative Officers, Assistant 
Chief Accounts Officers and Examiners of Ac¬ 
counts. At present there is no Class I post in 
the ministerial cadre. 
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12. In the Gazetted ministerial caiclc, the 
print ipal grievance relates to the status of the 
Chief Accounts Officer who, it is claimed 
shoulders heavy responsibilities. There is also 
a demand for raising the number of posts of 
Chief Accounts Officers and Assistant Chief 
Accounts Officers. The pav scale (Rs. 700-1300) 
recommended by the Third Pay Commission 
for the post of Chief Accounts Officer corres¬ 
ponds to the pay scale recommended by them 
for junior time-scale posts in Class I. 


13. We have already referred to the sugges¬ 
tion made bv ministerial associations that a 
Directorate of Audit should be created, as re¬ 
commended by the Central Excise Reorganisa¬ 
tion Committee and that the Internal Audit 
Organisation should be manned exclusively by 
ministerial officers. 

Executive Cadre 

14. The executive (or noil-ministerial) cadre 
consists of the following posts: 



Post 


No. of posts 
a s on 

1-7-73 

Pay scale applicable prior to 
Third Pay Com mission’s recom¬ 
mendations 

Pay scale recommended by the 
Pay Commission 





Rs. 

Rs. 

(i) 

Collator 


19 

1800-100-2000-12a, 2-2 2 90 

2250-125,2-2500 

(ii' 

Appellate Collector 



l>o. 

Do. 

(iii \ 

Deputy Collector 


29 

1300-1.0-1000 

1300-60-1800-100-2000 

(iv) 

Assistant Collector 


. 287 

100-41)()-! 50-30-510-KJ i-7< 40-10- 
1100-50/2-1250 

*Senior Scale 

1100-50-1600 

(v) 

Superintendent Glass 

i I 

. 124 

Do. 

* Junior Scale 

700-40-900 1511-10-110000-1300 

(vi) 

Superintendent (this: 

,11 

. 1021 

350-25-500-30-590-4/8-30-800- 

D0-U30-33-900 

(i.5U-30-740-3.5-810-4//B-3.5-880-40- 
1000 Kb-40-1200 

(vii) 

Inspector (Senior Cl 

a de l 

. 2027 

320-15-500-25-575 

570-20 750-4/11-30-900 

('iii; 

Inspector (Ordinary Grade) 

. 9105 

210-10-290-15-320-4/0-13-425 

425-15-500-4/8-15-500-20-700- 

EB-25-800 


♦Senior and Junior time scales recommended by tlul l’.iy (which came to be known as senior grade) was 

Commission, instead ol a single intcrgraicd scale applicable brought oil par w till the maximum of the scale 

hwctoforc to both Assistant Collectors and Supcnuiendeuis a p p li alb l c to Deputy Superintendents. The 

‘‘ senior grade is limited to 25% of the permanent 

posts. 

15. In the executive grades listed above, 

direct recruitment is confined to the levels ol 17. The minimum educational qualification 

Inspector of Central Excise (Ordinary Grade), lot direct recruitment to the grade of Inspector 

and Superintendent of Central Excise, Glass I. was originally a University Degree but it was 

Appointments to the grade of Inspector are relaxed in 1961 to Intermediate or its equiva- 

niade to the extent of 75% of the posts avail- lent. It has been urged that, having regard to 

able by direct recruitment from out ol the the nature of functions required to be perform- 

names sponsored by the Employment Exchange ed in the Department, particularly in the wake 

on the basis of a written recruitment test and of newel techniques of production, more intri- 

cotnpliancc with certain physical standards, cate accounting procedures and increasingly 

while the remaining 25% of the posts are Idled complex Central Excise tariff, the educational 

bv selection from Upper Division Clerks, qualification prescribed and the mode of 

Stenographers and Women Searchers on the recruitment are both inadequate. We find that 

basis of inerit-cum-senunity and subject to their the Third Pay Commission, while rccotnmeud- 

passing a written test and fulfilling certain ing parity of pay scales for Inspectors of 

qualifications regarding age, physical standards Income Tax, Customs and Central Excise 

etc. Kirlmenis, observed that the qualification 

for direct lecruilment to these grades should be 
Hi. In the cadre of inspectors, a selection raised to a University degree and recruitment 

grade was created in 1952. Until 1966. there channelled through the U.P.S.C. or the Sub- 

existed between the Inspectors and the Superin- ordinate Services Board, 

tcndcnis, an intermediate cadre ol: Deputy 
Superintendents to which appointments were 

made In promotion of Inspectors on the basis IS. At present ihere is no direct recruitment 

of selection. With the abolition of the cadre of at Lite level of Superintendent, Central Excise, 


Dcputv Superintendent, the maximum of ( lass II, all vacancies in that grade being filled 

the pay scale attaching to the selection grade by promotion from the cadre of senior 
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grade Inspectors. A policy decision is stated to 
have taken some time ago to fill 25% of the 
posts of Superintendents, Class II, bv direct 
recruitment in future. On the Customs side, 
the corresponding Class II grade is that of 
Appraisers to which appointments are made, 
to the extent of 50%, by direct recruitment 
through the U.P.S.C. on the basis of either 
general competitive examinations or (in certain 
cases) special tests. The Central Excise Re¬ 
organisation Committee (1963) thought that it 
would be desirable to induct some fresh blood 
into the administrative (ache of Superinten¬ 
dent Class II and that of the posts left after 
making such direct recruitment, 50% should 
be filled by selection of suitable personnel on 
the basis of senioritv-cum-merit and 50% by a 
competitive examination open to all Inspectors 
who have completed a minimum specified 
period of service. We understand that some¬ 


what similar method of selection is already 
prevclcut in the Income Tax Department where 
recruitment to the posts of Income Tax Officers 
Class II is made normally by promotion of Ins¬ 
pectors with 3 years’ service who have passed 
the departmental examination prescribed for 
Income Tax Officers. 

19. One obstacle in the way of initiating a 
process of direct recruitment at Class II level 
would appeal to be the stagnation which has 
been prevailing for several years in the grade of 
Inspectors. The complaint about stagnation 
is widespread. Several witnesses and staff asso¬ 
ciations have drawn attention to it and stressed 
tlie need for ameliorating the present state of 
affairs. The following table compiled from 
information supplied by Collectors provides 
some idea of the prevailing positions: 


(i) Total number of Inspectors in position as on 1-1-1973 

(ii) No. of officers with total service as Inspectors. 

(a) exceeding 2.7 years 

(b) between 20 and 23 years 

(c) between 15 and 20 years 

(d) below 15 years 

20. The extent of stagnation varies from 
Collectorate to Collectorate. This is illustrated 
by the following table:— 


10630 


1018 (817 in the senior grade and 
171 in the ordinary grade). 

1313 (607 in the senior grade and 
7.3H in the ordinary grade). 

1008 (299 in the Senior grade and 
1309 in the ordinary grade). 
6607 (75 in the senior grade and 
6592 in the ordinary grade). 


Collectorate 

Working Strength 

No. of Inspectors with 
over 20 years service as 
an Inspector 

Percentage of 3 to 2 

1 

2 

3 

4 

Shillong 

w '' 

259 

55.5 

Patna 

522 

211 

40.1 

Cochin 

314 

114 

36.3 

Madras 

591 

196 

33.0 

Nagpur 

460 

142 

30.9 

Kanpur 

493 

146 

29.6 

Guntur 

573 

155 

27.0 

Calcutta, Orissa & West Bengal 

1772 

155 

25.7 

Madurai 

342 

85 

24.9 

Hyderabad 

-111) 

87 

21.2 

Poona 

569 

1 10 

19.3 

Bangalore 

530 

91 

17.7 

Delhi & Chandigarh 

991 

131 

13.2 

Allahabad 

597 

72 

12.1 

Goa 

13 

1 

b.b 

Bombay 

927 

5b 

6.0 

Baroda 

009 

29 

1.8 

AhmctUbad 

149 

18 

1.0 

Total 

10b 30 

2361 

2:1.2 
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t!>e ('.ustoms Department. The following table 
is taken from Vol. IT of the Commission’s 
Report: 


21. The Third Pay Commission has compared 
the promotion prospects of Inspectors in the 
Central Excise Department, Inspectors in Income 
Tax and Examiners and Preventive Officers in 

Table XXVI 


Income Tax 



Customs 


Central Excise 



Examiners 


Preventive 




Inspectors 

Posts 

2872 

Examiner (Ordinary 
& senior grades) 

Posts 

31! 

Preventive Officers 

Posts 

940 

Inspectors (Ordina- 
nary & senior 
grades) 

Posts 

11280 

Income Tax Officer 
Glass II working 
strength (100% hy 
promotion) 

2172 

Appraisers (50% by 
promotion) 

419 

Preventive Inspectors 

104 

Superintendent 
Central Excise 
Class II (100% 
by promotion) 

1395 

Promotion prospects 

76% 

Promotion prospects 

<'>7%, 

Promotion prospects 

11% 

Promotion prospects 

14% 


22. On the need for having direc t recruitment 
to the Class II grade of Superintendent, the Pay 
Commission has observed as follows: 

“There has been unanimity in the evidence 
received by us. Certain departments would like 
to continue with such direct recruitment. Most 
of the engineering departments, which have 
organised class I services, were, however, in 
favour of filling the class II posts entirely by 
promotion. From the view point of improving 
the promotion chances of the class III staff, it 
would be desirable to avoid direct recruitment 
to class II wherever possible. Although we 
conceive of the class II service as primarily 
providing a promotion avenue for the class III 
staff, hcrengain, we wotdd leave the choice to' 
the individual departments since the decision 
would have to depend on the size of the class 
fl cadre and the equality of the class IIT base 
from which promotion takes place.” 

23. A number of witnesses who favour 
selective direct recruitment at the Class II level 
have argued that a solution to the pioblems of 
stagnation of Inspectors must be found in a 
manner which does not involve dilution of the 
quality of recruitment of class II. They 
suggest, for example, the creation of an ade¬ 
quate number of supernumerary posts in the 
higher grade to tide over the present situation. 

24. For ministerial staff also, suggestions 
have been made for selective direct recruitment 
at the U.D.C. level with the minimum educa¬ 
tional qualification of a University degree. We 
have already referred to the anamalous situa¬ 
tion obtaining at present in which the grade 
of I.DCs which is supposed to be feeder grade 
for IIDCs has a lower sanctioned strength. As 
a long term measure, the abolition of the grade 
of lower division clerks has also been suggested. 

25. There is complete unanimity on the 
need for better training in order to achieve 
greater efficiency. It has been represented that 
facilities presently available for training of 


officers in various grades are neither adequate 
nor satisfactory. It has been suggested that 
the present training programmes should not 
only he substantially expanded but also re¬ 
oriented to the changing needs of the Depart¬ 
ment. Some of the witnesses have complained 
that the training needs of ministerial officers 
have been completely neglected by the Depart¬ 
ment. 

26. With the exception of Class I posts and 
of Chief Accounts Officers, all appointments 
and promotions in a Collectorate are based on 
the Collectorate itself. Similarly transfers of 
staff in these grades are confined to areas 
within the Collectorate except when Class II 
officers are promoted to Class I when they are 
liable to be posted anywhere in India. The 
postings and transfers of Chief Accounts 
Officers are regulated on an All-India basis. 

27. A complaint which has been voiced by 
departmental witnesses is that departmental 
promotion committees do not meet at adequate 
intervals with the result that a large number 
of posts remain unfilled, for varying lengths of 
time, affecting both the morale of the service 
and the efficiency of the Department. So far as 
the ministerial cadre is concerned, it has been 
stated that a factor which affects its efficiency 
adversely is the promotion of ministerial em¬ 
ployees to executive positions which results in 
the cadre being repleted of some of its best 
material. It: was suggested that ministerial 
employees should not, as a rule, be eligible for 
appointment to the executive cache, but that 
their chances of promotion should be improved 
in other ways. 

28. A point about which the services feel 
greatly concerned is the frequency of transfers 
in the Department. It has been represented 
that under present day conditions a transfer 
involving change of station entails considerable 
hardship on the employees particularly in the 
matter of housing and admission of children 
to educational institutions. It has been sugge¬ 
sted that in the case of big cities transfers may 
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be limited, as far as possible, from one job 
to another so that the employee concerned 
does not have to break up his establishment; 
but where a transfer is inevitable, the Go¬ 
vernment should take a sympathetic view of 
the problems fared by the Government servant 
and make suitable arrangements, such as pro¬ 
vision of transit hostels, allocation of seats in 
educational institutions and pavment of a 
suitable house rent allowance. The need for 
evolving a rational policy in the matter of 
transfers has been stressed. 


22. Another important matter concerns 
residential accommodation. It has been re 


presented that even though the Central Excise 
department is concerned with the largest 
single source of revenue for the central exche- 
cpier, adequate attention has not been paid to 
the provision of this basic necessity for the 
staff. Several Committees and Study Groups 
have emphasised the need for building resi¬ 
dential accommodation for Central Excise 
ollicers especially in those areas in which there 
is acute shortage of accommodation. The 
Customs Study Team had recommended that a 
welfare fund might be created in the Depart¬ 
ment by appropriating a part of the sale- 
proceeds of confiscated goods plus penalties 
realised from evaders and utilised for this and 
other welfare activities. 



CHAPTER 6 


ADJUDICATION, APPEAL, REVISION AND REVIEW 


It is usual in a fiscal statute not only to define 
and locate the liability for payment of revenue 
but to provide for enforcement of such pay¬ 
ment through various penal provisions and a 
machinery of adjudication. The latter includes 
arrangements for appeal and revision. The 
Central Excises and Salt Act, 1944, provides 
for prosecution in a Court of Law for contra¬ 
ventions of the Act, involving among other 
things: (i) production of excisable goods with¬ 
out a licence; (ii) possession of tobacco in 
excess of the quantity prescribed by notifica¬ 
tion except as provided by the Rules; (iii) eva¬ 
sion of duty; (iv) removal of excisable goods in 
contravention of the provisions of the Act or 
the Rules; (v) acquisition of excisable goods or 
involvement in transporting, depositing, keep¬ 
ing, concealing, selling or purchasing, or in any 
other manner dealing with any excisable goods 
which are liable to confiscation; or (vi) failure 
to supply any information or supply of 
false information. Where the offence relates 
to excisable goods on which the duty leviable 
exceeds one lakh of rupees, the offender is 
punishable with imprisonment for a term which 
may extend to seven years and with fine’’, 
while in other cases the punishment is “im¬ 
prisonment for three years and fine or both”. 
For every subsequent offence, irrespective of the 
amount of duty leviable, the punishment pro¬ 
vided is imprisonment for a term which may 
extend to seven years and fine. It is also pro¬ 
vided that in the absence of special and adequ¬ 
ate reasons to the contrary to be recorded in the 
judgment of the Court, imprisonment shall not 
be for a term of less than six months. 


2. The rules framed by the Central Go¬ 
vernment under section 37 of the Act also 
provide for imposition of penalties for contra¬ 
vention of the provisions of such rules. These 
contraventions are adjudged by departmental 
officers in accordance with the powers conferred 
on them by the Act. It is provided in most cases 
that the penalty may extend to two thousand 
rupees. The offending goods are liable to 
confiscation. Under Rule 173-Q which was in¬ 
troduced in the wake of SRP the penalty pro¬ 
vided is an amount not exceeding three 
times the value of the excisable goods in respect 
of which any contravention of the nature refer¬ 
red to has been committed or five thousand 
rupees whichever is greater. 

3. Section 33 of the Act provides that confi¬ 
scation or penalty may be adjudged: 

(al without limit, by a Collector of 
Central Excise; 

(b) upto confiscation of goods not exceed¬ 
ing five hundred rupees in value and 
imposition of penalty not exceeding 
two hundred and fifty rupees, by an 
Assistant Collector of Central Excise. 

It is also provided that the Central Board 
of Revenue may confer these powers on other 
officers or alter some of the powers in certain 
circumstances. Accordingly, powers of adjudi¬ 
cation have been conferred by the Board on 
Deputy Collectors and Superintendents, while 
powers of Assistant Collectors have been en¬ 
hanced. The present position is as follows: 

Imposition of penalty 


Officer 


Confiscation of goods 


Collector 
Deputy Collector 
Assistant Collector 
Superintendent 


Without.Iimit 
Upto Rs. 50,000 in value 
Upto Rs. 5,000 in value 
Upto Rs. 1,000 in value 


Without limit 
Upto Rs. 750.00 
UptoRs. 250.00 
Upto Rs. 100.00 


Officers of the Central Excise Department are 
also vested with powers to adjudicate on losses. 

4. So far as powers of adjudication of the 
Superintendents are concerned, it appears that 
in 1966. when the cadre oE Deputy Superinten¬ 
dents was upgraded, a distinction was drawn 
between the newly promoted Superintendents 
and Superintendents who had been promoted 
earlier and who, for administrative convenience, 
were designated as senior Superintendents. It 
seems to have been felt that the powers of 
newly promoted Superintendents should be 
restricted to certain specified items and, in 
particular, should exclude adjudication of 
offences. The instructions issued on the sub¬ 
ject stated that “though legally all Superinten¬ 
dents were equally competent to exercise the 


powers statutorily delegated to them, the 
actual exercise of powers by the upgra¬ 
ded Superintendents should be regulated 
by executive instructions issued from time 
to time." It appears that, over the years, 
either as a result of the issue of execu¬ 
tive instructions by the Collectors or on 
account of lack of stenographic and ministerial 
assistance in the range offices, the practice 
grew up of offences falling within the jurisdic¬ 
tional competence of a Superintendent being 
adjudicated, not by the Superintendent of the 
Range concerned, but by the Superintendent 
(Technical) attached to the divisional office. 

5. In the matter of appeals, the Central 
Excise law provides that “any person deeming 
himself aggrieved by any decision or order 
passed by a Central Excise Officer under this 
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Act or the rules made thereunder may, within 
three months from the date of such decision 
or order, appeal therefrom to the Central Board 
of Revenue, or in such cases as the Central 
Government directs, to any Central Excise 
Officer empowered in that behalf by the 
Central Government”. The orders which the 
Central Government issued in pursuance of 
this provision (and which have since been 
superseded by other arrangements as will be 
seen below) postulated that appeals against a 
Superintendent’s decision or order would lie to 
the Deputy Collector; against the decision of 
an Assistant Collector or a Deputy Collector to 
the Collector; and against the decision of a 
Collector to the Central Board of Excise and 
Customs. This arrangement, under which 
executive and appellate functions were perfor¬ 
med by the same set of officers, was criticised 
from time to time. The Public Accounts 
Committee suggested the separation of these 
functions in their Second Report (1967-68) and 
again in their Thirty-sixth Report (1968-69). 
The Working Group on Customs and Central 
Excise Administration, set up by the Administ¬ 
rative Reforms Commission (1968) recommen¬ 
ded the creation of appellate authorities, com¬ 
pletely divested of executive and administrative 
responsibility, for hearing Central Excise ap¬ 
peals. The institution of Appellate Collectors 
was created in January, 1972. Since then ap¬ 
peals against orders passed by officers sub¬ 
ordinate to the Collector lie to the Appellate 
Collector concerned while appeals against 
Collector’s decisions lie as hitherto, to the Cen¬ 
tral Board of Excise and Customs. 

6. The right of appeal extends only to a 
person deeming himself aggrieved by any deci¬ 
sion or order passed by a Central Excise 
officer. The revenue administration has no such 
right of appeal. Moreover, section 85 of the 
Act provides that no order in appeal shall have 
the effect subjecting any person to any greater 
confiscation or penalty than has been adjudged 
against him in the original decision or order. 
The position is slightly different on the Cus¬ 
toms side, where Section 128 of the Customs 
Act, 1962, provides that the Appellate autho¬ 
rity concerned may pass an order enhancing a 
penalty or fine in lieu of confiscation etc. after 
giving to the appellant a reasonable opportu¬ 
nity of showing cause against the proposed 
order. 


7. It appears that it was in the context of 
the provisions mentioned in the preceding 
paragraph that the Central Board initiated the 
practice of communicating tariff rulings, since 
replaced by tariff advices, to authorities under 
them. Executive instructions were issued to 
the effect that, where a Central Excise Officer 
was in doubt, his decision should favour the 
revenue, the underlying thesis being that the 
assessee could, while former could not, resort 
to appeal and revision. Today, the position is 
somewhat different. By an amendment passed 
in the Finance Act of 1972, the Central Go¬ 
vernment and the Central Board of Excise 
and Customs may, “of their own motion or 
otherwise, call for and examine (within one 
year from the date on which a decision or 
order is passed) the record of any proceedings 
in which a decision or order has been passed 
for the purpose of satisfying themselves as to 
the correctness, legality or propriety of such 
decision or order, and pass such order thereon 
as they think fit”. These provisions are ana¬ 
logous to those contained in section 180 of the 
Customs Act. 


8. The law also provides that “the Central 
Government may on the application of any 
person aggrieved by any decision or order pass¬ 
ed under this Act or the rules made thereunder 
by am Central Excise Officer or by the Central 
Board of Revenue, and from which no appeal 
lies, reverse or modify such decision or order". 
Where an order against which a revision is 
sought has been passed by an Appellate 
Collector, the revision application is heard by 
Joint Secretary (Revision Applications) in 
the Ministry of Finance; where such an 
order has been passed by the Central Board of 
Excise and Customs, the revision applica¬ 
tion is heard by the Finance Secretary. 

9. Until recently there were two Joint Sec¬ 
retaries dealing with revision applications 
against orders passed by Appellate Collectors 
of Central Excise and Customs. Lately another 
officer has also been appointed to deal with 
revision applications. The intake and disposal 
of these applications during 1972 and 1978 
and their pendency at the end of each year are 
reflected in the following table:— 




Customs (Major 
ports) 

Central Excise (in¬ 
cluding Customs re¬ 
lating to minor ports 
and town seizures) 

Total 

(i) 

No. of cases brought forward on 1*1-1972 

5986 

3339 

9325 

(«) 

No. of cases received in 1972 

3769 

1819 

5588 

(Hi) 

No. of cases disposed of in 1972 

. 6381 

2919 

9330 

OV) 

No. of cases pending at the end of 1972 or 

carried forward to 1973. @,3374 

@2209 

5583 

M 

No. of cases received in 1973 

. 5346 

1802 

7148 

U'i) 

No. of cases disposed of in 1973 » 

. 4932 

2206 

7138 

(mi) 

No. of cases pending at the end of 1973 or 

carried forward to 1974. 3788* 

1805* 

5593 


^Includes 158 and 172 Call Book cases respectively. 
©Includes 39 and 107 Call Book cases respectively. 
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l0. So £;u as powers of adjudication vested 
in Central Excise officers other than Collectors 
aie concerned, a number of points have been 
made before us. It has been stated that a 
distinction based on value ol goods liable to 
confiscation is hardly appropriate in the con¬ 
text of S.R.l*. under which illegal removals ate 
detected hugely on the basis of scrutiny ol 
accounts without involving physical seizure of 
goods as such, and that in consequence higher 
officers have a tendency to pass on some of the 
major rases to lower officers tor adjudication, 
it inis been suggested that powers of adjudica¬ 
tion should be I used on criteria which are 
clearly identifiable. The other point made is 
that the powers presently conferred on Superin¬ 
tendents, Assistant Collectors and Deputy 
Collectors in the matter of confiscation of 
goods and imposition of penalties are too low 
and need to be suitably enhanced; also that 
tlieie is no justification for excluding jurisdic¬ 
tional Superintendents from the exercise of 
these powers. 

11. In Volume I we have referred to the 
institution of Appellate Collectors and drawn 
attention to certain views placed before us in 
connection with the working of this institution. 
Since then we have had occasion to discuss the 
subject further with representatives of the 
industry and the Department. Several interests 
have welcome the institution of Appellate 
Collectors as a recognition of the principle of 
separation of judicial and executive functions, 
though the view has also been expressed that 
Appellate Collectors, being departmental 
officers subordinate to the Board, are hesitant 
to take an independent view. One suggestion 
made is that there should be a separate judi¬ 
cial cache of Appellate Collectors. 

12. Several departmental witnesses have, on 
the other hand, argued that the transfer of 
appellate powers from the jurisdictional 
Collector to the Appellate Collector has un¬ 
dermined the authority of the jurisdictional 
Collector, besides leading to procedural diffi¬ 
culties and inordinate delays. In particular, 
it has been contended that appeals relating to 
classification and valuation should revert to 
the Collector, who would thus be pul back in 
the picture in relation to what perhaps is the 
most important aspect of excise in any Collec- 
torate. 

IS. It has also been urged that the present 
strength of Appellate Collectors should be 
suitably augmented and the offices of Appellate 
Collectors adequately staffed and equipped. 

14. On the subject of revision applications, 
apart from delays, the principal point made is 
that the present arrangements do not. inspire 
the requisite degree of confidence in the 
industry. The Joint Secretaries dealing with 
revision applications, though technically not a 
part of the Board, are nevertheless liable to be 


posted to the Board. Being drawn from the 
Customs and Excise Service, they cannot al¬ 
ways be expected to be free from the revenue 
bias to which they were accustomed in the 
service. It has been strongly urged that the 
present arrangements should be replaced by an 
administrative tribunal, which is completely 
independent of the executive. The contrary 
view has also been placed before us mostly by 
departmental witnesses who, without contest¬ 
ing the need for independence and objectivity, 
stress that a pragmatic attitude based on prac¬ 
tical knowledge is more important at this level 
than the preponderance of judicial precedent 
and legal formality such as might result from 
the induction of a tribunal into the quasi- 
ju.'licial administration of excise and customs. 

15. The question of an administrative tri¬ 
bunal for the Customs and Central Excise 
Department has engaged the attention of a 
number of Committees and Commissions in 
the past. The Taxation Enquiry Commission 
(11)53-54) had recommended that revision 
petitions against the orders of the Central 
Board of Revenue should be disposed of by a 
tribunal which should be independent of the 
Ministry of Finance and should consist of at 
least one Judicial Member who should be 
either a serving or a retired High Court 
Judge and one Member who had experience 
of Customs Administration. This recommen¬ 
dation was endorsed by the Tobacco Expert 
Committee (11)56-57), Customs Reorganisa¬ 
tion Committee (1957-58), Estimates Com¬ 
mittee (1958-59) and Central Excise Reorgani¬ 
sation Committee (1963). The Law Com¬ 
mission (1959) recommended that in the 
judicial and quasi-judicial decision an appeal 
on facts should lie to an independent tribunal 
presided over by a person qualified to be 
Judge of a High Court, who may be assisted 
by a person or persons with administrative or 
technical knowledge. The Customs Study 
Team (1967)- and the Working Group on 
Customs and Central Excise Administration 
(1968), set up by the Administrative Reforms 
Commission also recommended the setting up 
of independent tribunals for the Customs and 
Central Excise Department. 

Hi. On the subject of Review, the Central 
Excise Reorganisation Committee (1963) re¬ 
commended that “any officer senior to the 
adjudicating officer should have the right of 
review as a matter of course and the authority 
to revise the initial order but only after giving 
the assessee the opportunity of a hearing”. 
We find that for a long time Collectors and 
Assistant Collectors were authorised to review 
their own orders and remit or reduce a 
penalty on production of further evidence 
except where the time limit for appeal had 
expired; no officer could, however, review an 
order of adjudication passed by his predecessor 
in office, except after reference to the next 
higher officer. This continued to be the posi¬ 
tion till 1952, when the Attorney General 
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advised that adjudicating officers had no 
power to review their original orders, and 
that such orders could be reviewed or revised 
only hy appellate authorities duly empowered 
by law. 

17. It has been stated that inasmuch as the 
existing provisions relating to review confer 
the necessary powers only on the Central 


Board and the Central Government and 
review is confined to decisions which are not 
more than one year old, they arc restrictive in 
scope. In a department where several thou¬ 
sand adjudication orders are passed every 
year by a huge number of officers at different 
levels, the powers of review, it is claimed, can 
at best be exercised in relation to a very small 
number of cases. 



SECTION II 


NEW PATTERNS 
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CHAPTER 7 


ADMINISTRATIVE IMPLICATIONS OF NEW PATTERNS 


The existing structure of administration 
outlined in the foregoing Chapters has to be 
viewed from a new stand-point: that of the 
demands which will be made on it by the 
System of Selective Control and the distinc¬ 
tive patterns employed in it. In meeting the 
new demands, the modified structure must 
also answer the less specific, but by no means 
less important, requirements of speed and 
convenience, efficiency and economy. The 
changes thus necessitated are governed by 
certain important considerations. To illus- 
trate: the extensiveness of the tax base calls 
for decentralisation; the growing complexity 
of the tax system calls for increased speciali¬ 
sation; the prevalence of tax evasion at diff¬ 
erent points calls for effective control at those 
points; and the new approach of selectivity 
calls for organisational diversification within 
the broad frame-work of the Central Excise 
Department. Moreover, the administrative 
alterations will have to be so designed as to 
(it in not only with present needs as assessed 
but with future trends so far as they can be 
projected. 

2. Under the three different procedural 
patterns recommended—ABC, BBC and CBC 
—some 3%, of the units will yield about 60% of 
revenue; 30%, will yield about 38% of the 
revenue and as many as 67% of the units .as 
little as 2% of the revenue. While the relative 
si/e of the revenue derived from it cannot be 
the sole criterion for the proportion of expen¬ 
diture incurred on the administration of each 
broad sector of excisable commodities, the 
expenditure should not be out of relation to 
the yield expected from the whole range of 
units' covered by a particular pattern of control. 

3. In any consideration of the new arrange¬ 
ments, three view-points have to be kept in 
mind, namely, those of: (i) the Government, (ii) 
the taxpayer, and (iii) the personnel of the 
tax-collecting Department. For Government, 
what is needed is an efficient machinery which 
maximises collection and minimises cost, and a 
streamlined procedure which reduces the bur¬ 
den of the Department and the assessee alike. 
From the taxpayer’s point of view, uncertainty 
of tax liability is as much of an evil as irk¬ 
someness of tax procedure. Both are, in a 
literal sense, counter-productive. What the 
assessee most desires in the system are prompt 
assessment of liability and effective redressal of 
grievances. Finally, the tax personnel can best 
perform their duty if responsibilities are clear¬ 
ly defined, and both service and working condi¬ 
tions are such as to promote job satisfaction 
as well as individual contentment and welfare. 
We revert to these considerations in the recom¬ 
mendations we later make. 


4. Four types of functions arise in respect of 
each of the controls already enumerated. These 
are: (i) routine functions; (ii) functions connect¬ 
ed with assessment; (iii) functions relating to 
audit; and (iv) preventive functions. For rou¬ 
tine and assessment functions, the interests of 
the assessees and the Department have to be re¬ 
conciled, while the interest of revenue should 
determine the audit and preventive arrange¬ 
ments. Routine functions are those which 
require the occasional or recurring presence of 
a Central Excise Officer, such as authentication 
of documents and accounts, verification of 
duty-paid or bonded goods and supervision 
over specified operations. These should be 
performed from as near the assessee as possible. 
Assessment functions must rest with a jurisdic¬ 
tional field formation whose level will depend 
upon the particular type of control. Keeping 
in view the importance of assessment functions 
both for the assessee and the Department, no 
one type of arrangement can be expected to 
suit all commodities, all patterns of control and 
all kinds of units. In this sense, our proposals 
envisage a departure from the present admini¬ 
strative pattern under which there is a uniform 
tv pc of control, emanating from the same 
level, for all duty paying units regardless of 
their distinctive characteristics. 

5. Similar considerations arise in the sphere 
of adudit. No one type can be made applicable 
to all patterns of control. Moreover, if audit 
has to function as an effective tool in the hands 
of the management, it is necessary to ensure 
its independence from those whose work is 
subjected to audit. The control of audit has 
accordingly to vest in a body higher than the 
field organisation. Since the existing structure 
of Internal Audit does not satisfy this require¬ 
ment, it would need to be suitably restructured 
and reoriented. While dealing with audit, the 
close relationship between audit and accounts 
should not be lost sight of. The accounts 
set-up of the Department would similarly need 
to be streamlined. Among other things, it 
would be necessary to keep in view our sugges¬ 
tions regarding extension of the cheque facility 
and establishment of more departmental trea¬ 
suries. If audit is to be independent and ob¬ 
jective, it has to be answerable to a level higher 
than the Collectors. If it has to be efficient, 
particularly in the context of ABC, the induc¬ 
tion of specially qualified accountants would 
be necessary and audit parties would need to 
specialise in groups of commodities, say petrol¬ 
eum products or metals or textiles. To meet 
all these requirements, it would be desirable to 
constitute a separate Audit and Accounts Divi¬ 
sion within the Department. 
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6. The need for a well-designed preventive 
organisation is self-evident. Human ingenuity 
being what it is, mere procedures, no matter 
how well-conceived, cannot ensure that there 
will be no evasion of revenue. There is need 
for reviewing preventive activity as it exists 
today so as to devise ways of identifying areas 
of significant evasion and focussing special 
attention on those areas. For this purpose, the 
Preventive Wing must have its own system of 
intelligence and information. At the all-Inclia 
level we envisage creation of an appropriate 
machinery for intelligence and investigation by 
a restructuring of the Directorate of Inspection. 
At other levels adequate preventive and strik¬ 
ing forces should be available. 

7. It is needless to emphasise the special im¬ 
portance which will attach to the selection, 
recruitment and training of personnel. The 
problem falls into two parts according as it is 
concerned with existing staff or that which is 
hereafter to be recruited. While the need to 
train will be common to both, the gradations, 
procedures and criteria of selection will have to 
be considered de novo for future personnel in 
relation to the demands of the new procedures. 
Meanwhile, by way of meeting the needs of the 
interregnum, careful selection and ad hoc 
training will be necessary in order to fit the 
members of the existing staff to some of the 
new tasks of the System of Selective Control. 
In this process, due consideration would have 
to be given to certain current problems, such 
as stagnation and cadre imbalance, and appro¬ 
priate solutions found in the interest of effici¬ 
ency. Indeed, personnel management, career 
development and welfare measures would have 
to be given much more attention than hitherto, 
considering the large and diversified man¬ 
power employed by the Department. 

8. We perceive no legal difficulties in giving 
effect to the new patterns recommended for 
different excises and classes of manufacturers. 
The scheme can be implemented through the 
framing of suitable rules under the Central 
F.xcises and Salt Act. The whole history of 
excise procedure illustrates that it is within the 
competence of the Department to prescribe 
varied controls to suit specific commodities. 
The new system only takes this a step further. 

9. As a preliminary measure, commodities 
under different patterns of control which we 
have already broadly identified in Volume I 
would need to be notified. It is true that, for 
some of the commodities (e.g. metals), only the 
main producers are under ABC, the rest being 
classed as PBC; but the meaning of the term 
“main producers” is well-understood in indust¬ 
rial circles. Again, while oil refineries will be 
under ABC. it will be open to the administra¬ 
tion to exclude marketing installations and 
small producers of lubricants from this form of 
control. This is illustrative of points of rel¬ 
ative detail which have in due course to be 
decided by the administration. 


10. Somewhat different problems arise in 
respect of the commodities entitled to Simpli¬ 
fied Procedure. Besides being fairly numerous, 
these require to be examined for the purpose 
of fixing, firstly, the cut-off point and second¬ 
ly, the lower rate of duty which will apply. 

11. There is also the question of what 
pattern should be made applicable to a manu¬ 
facturer who produces on the same premises 
goods covered by two or more patterns. The 
general principle should be that the pattern 
which governs the principal excisable com¬ 
modity produced by the unit should apply to 
the whole unit. In so far as Simplified Pro¬ 
cedure is concerned, the relevant recommen¬ 
dation is set out in para 29 of Chapter 14 of 
the Report on Procedure. 

12. Just as different patterns of control pose 
different administrative issues, different areas 
present different combinations of operational 
patterns. This fact has to be borne in mind 
in the implementation of the new patterns. 

IS. We may now turn to a consideration 
of individual patterns for a better apprecia¬ 
tion of the issues involved. For units under 
ABC, the type and level of control has to be 
of a higher order with special emphasis on 
technical and audit expertise. Matters such 
as classification, valuation etc. which have a 
bearing on assessment should, in this view, be 
entrusted to an appropriately high level in 
the departmental hierarchy. This will not 
only be in keeping with the dimension of the 
revenue potential involved, but will impart 
greater certainty and a higher degree of uni¬ 
formity to the whole process of assessment. 
The officers mainly concerned with these 
units should be such as are capable of exer¬ 
cising effective control and assisting settle¬ 
ment of genuine difficulties. This higher 
control can, because of its audit and technical 
orientation, be exercised form an office which 
need not necessarily be physically proximate 
to the unit in question. At the same time, 
provision has to be made for routine or peri¬ 
pheral functions e.g. authentication of 
accounts, drawal of samples, verification of 
duty paid goods—which cannot be kept too 
remote from the manufacturing unit. Ade¬ 
quate arrangements will have to be made for 
the performance of such functions by the 
nearest administrative unit at the primary 
level. 

14. Since ABC units are in point of number 
relatively few but in terms of revenue extre¬ 
mely important, it would be appropirate if 
the level of responsibility for their administra¬ 
tion was equated with that of the Collector. 
The nature and quality of the assistance pro¬ 
vided to the Collector would have to be com¬ 
mensurate with the responsibility placed on 
hint. 
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15. Since it is proposed to place greater 
reliance on the internal accounts of the ABC 
units, a knowledge of commercial accounts 
and modern accounting techniques would be 
necessary for the officers of the Department. 
The need for expertise in the relevant techno¬ 
logical fields is also obvious. It would accor¬ 
dingly be necessary to induct the necessary 
specialisation into the Department by drafting 
experts from outside. It would also be 
necessary to impart to the departmental 
officers the requisite technological orientation 
so that they are able to discharge their func¬ 
tions efficiently. This applies equally to 
audit. In order that the necessary expertise 
may develop within the Department, the 
audit parties should be so constituted as to 
attend to groups of allied commodities: for 
instance, petroleum products, or metals or 
chemicals. While this pattern of control 
takes cognizance of the generally high degree 
of organisation and internal control of ABC 
units, it cannot be presumed that the level of 
tax compliance by all such units would be 
uniform. This consideration has to be kept 
in view in formulating the detailed responsi¬ 
bilities of tax-administration, including pre¬ 
ventive and other measures, within the general 
framework of Accounts Based Control. 

16. Turning to PBC it may be noted that 
its two most distinctive features are (i) a 
closer contact of the excise personnel with 
the production units under their charge and 
(ii) better communication between the Depart¬ 
ment and the assessees. This would imply 
reasonable proximity between the primary 
formation and the producing unit so as to 
make it possible for the officers concerned to 
pay an adequate number of visits to the units. 
The duties of these officers should be clearly 
defined, their jurisdiction compact and the 
number of units not too large. Moreover, the 
officers concerned should possess adequate 
knowledge of the ingredients, processes and 
stages of manufacture in order to ensure that 
production is correctly accounted for. They 
should also be familiar with the accounting 
procedures of the manufacturers. It need 
hardly be added that, as for the other forms 
of control, individual and pin-pointed respon¬ 
sibility will have to be insisted upon in respect 
of PBC if efficiency is to be secured in the 
operation of the pattern as a whole. 

17. Since, for PBC, the emphasis will be 
on production control, the various stages of 
production beginning with the receipt and 
issue of inputs and ending with the comple¬ 
tion of manufacture will have to be spelt out 
in adequate detail and the checks so devised as 
to be operative at each important stage. In 
the specific context of accounting of produc¬ 
tion for the purpose of determining duty 
liability, we reiterate the recommendation 
made by us in Volume I that such accounting 
should start from a stage prior to completion 
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of manufacture when goods assume a form in 
which they can be removed and, with only a 
minor operation, if any, made ready for sale. 
Necessary modifications in rules and penal 
provisions to serve the needs of Production 
Based Control have to be effected. Supervi¬ 
sion of production at various stages and exer¬ 
cise of checks on goods and accounts have to 
be entrusted to officers posted in close proxi¬ 
mity to the units they have to supervise. Apart 
from necessary physical checks, there is need 
for periodical correlation of production with 
such factors as consumption of raw materials, 
consumption of power and manufacturing 
capacity. A broad indication of the propor¬ 
tion which finished excisable goods bear 
to the principal raw materials used, im¬ 
portant stages in the process of manufacture 
and the nature and extent of control intended 
to be exercised at different stages should be 
outlined by the Department to facilitate 
checks and controls. It has to be ensured 
that, while nothing is done to hamper produc¬ 
tion and clearance, the checks themselves are 
not allowed to degenerate into routine exer¬ 
cises which frustrate the purpose of Produc¬ 
tion Based Control. 


18. Simplified Procedure, as its name signi¬ 
fies, aims at simplifying the tax procedure 
in respect of a large number of small manu¬ 
facturers whose importance in terms of 
revenue is marginal, whose resources are 
meagre and whose capacity to comply with 
excise requirements is limited. At the same 
time, the degree of evasion prevalent in this 
sector presents a problem which is further 
aggravated by the very large number of asses¬ 
sees involved. The form of procedure which 
we have proposed seeks to reduce the admini¬ 
strative burden without either sacrificing 
revenue or inhibiting growth. It will enable 
diversion of excise staff to fields which are of 
greater revenue significance. 


19. As already stated only those units which 
are below a given cut-off point (in terms of 
the level of the value of production, initially 
to be fixed at Rupees five lakhs per annum) 
would be entitled to Simplified Procedure. 
Their identification would involve careful 
analysis of past production and, therefore, 
both an adequate mechanism and proper pro¬ 
cedures to work out the value of production 
and determine the producer’s eligibhty for the 
scheme. This job will have important revenue 
implications and should therefore invite 
special attention at a proper level. Separate 
rules for units which have not been in produc¬ 
tion for a full period of three years should be 
framed. For new units, the nature and sequ¬ 
ence of the steps to be taken has to be deter¬ 
mined in the light of the recommendations set 
out in paragraphs 15, 21, 22 and 23 of Chapter 
14 of Volume I. A single lower effective rate 
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of duty applicable to the entitled sector of 
each relevant commodity, having regard to 
various factors, including the average duty 
incidence borne by the commodity, should be 
fixed and notilied by the Government. On 
this -basis, the prospective annual duty liabi¬ 
lity should be fixed in advance by the proper 
officer designated for the purpose. The 
manufacturers opting for Simplified Proce¬ 
dures should be required to give a declaration 
regarding the quantity and value of produc¬ 
tion during the preceding three years to the 
proper officer for determining their entitle¬ 
ment to the procedure and fixing the pros¬ 
pective duty liability for the next three years. 

20. Once the liability is fixed, a mechanism 
has to be established: (i) for realising duty in 
monthly instalments payable in advance, (ii) 
for fixing duty liability in case of change in 
the effective duty incidence, and (iii) for 
undertaking a review for the next three-year 
bloc. To the extent the performance of each 
unit working under the Simplified Procedure 
would form the basis for prospective duty 
liability during the next three-year bloc, the 
Department would be interested in the authen¬ 
ticity of day to day transactions of the 
unit. There have to be devised for this pur¬ 
pose, but not too elaborately, a suitable form 
of daily accounts and gate pass as well as 
arrangements for periodical supervision. This 
has to be done within the framework of Sim¬ 
plified Procedure. 

21. As far as CBC is concerned, emphasis 
will be on complete physical control. Two 
types of units will be under CBC. (i) those 
which have not opted for Simplified Procedure 
and (ii) new units which produce a notified com¬ 
modity and declare a value of production 
entitling them to Simplified Procedure. (For 
administrative reasons, such units are placed 
under CBC for one year). We believe that 
some 95% of the units for which the option 
of Simplified Procedure is available will rea¬ 
dily opt for it. The number of units under 
CBC is, therefore, not likely to be large. 
However, the administration has to take note 
of the possibility that some units may deli¬ 
berately avoid Simplified Procedure in the hope 
of evading (under CBC) even the small 
amount of duty due under Compounded 
Levy. There is also the possibility that units 
under the PBC pattern may try to pass off 
their production as pertaining to CBC units 
which attract a lower rate of duty. In view 
of the need for close supervision, including 
control over individual clearances contem¬ 
plated in this type of control, proximity of 
the Central Excise Officer would be essential 
in respect of CBC units. The anangements 
however, should be such that no impediments 
are placed on legitimate activities pertaining 
to production and clearance. 

22. In the existing system, the Divisional 
Officers have an undue load of work and 


responsibility placed on them. With the relief 
provided, on the one hand by transfer of ABC 
units from their control and on the other by 
introduction of Simplified Procedure for a 
large number of small units, they would be 
enabled to supervise the work of the Division 
more effectively. In Volume I we have refer¬ 
red to the abolition of Inspection Groups. We 
envisage the transfer of direct responsibility 
for effective control in certain areas to the 
Superintendent and Inspectors in a Range. 

As a concomitant, the Ranges would have to 
be compact and Superintendents would have 
to be entrusted with suitable powers in 
matters of classification and valuation appro¬ 
priate to the type of control for which they 
would have responsibility. 

23. It will be evident that our procedures 
seek to restore a closer association between 
the Field Formation (including the Collec- 
torate and its head) and the large body of 
tax payers. No less important is the need for 
intimate association between those at or near 
the Board level on the one hand and the 
numerous industries concerned, together with 
their representatives, on the other. This points 
to the desirability of devising an administrative 
measure whereby some of the relevant powers 
and responsibilities of the Board are in effect 
decentralised and brought into a closer and 
more appropriate relationship with the assessee 
and his problems. 

24. The Central Board of Excise and Customs 
has a dual function in that it has responsibility 
for both policy formulation and its execution. 
These are interrelated. We see no advantage 
in divesting the Board of its policy makmg 
function. At the same time, the responsibili¬ 
ties of the Board are so very large that its 
executive functions tend to get inadequate 
attention. Some of the reforms we have sugges¬ 
ted will indeed serve to reduce the total bur¬ 
den. Nevertheless, if the Board is to do justice 
to its responsibilities, we consider that some of 
its executive functions have to be less concen¬ 
trated at one place—the capital of the country 
—than at present. 

* 

25. What we envisage in this regard is that 
certain posts of senior officers be created, that 
these officers should ex officio have the status 
of Members of the Board, and that they be 
individually located at certain important 
centres in different regions. We would desig¬ 
nate these officers “Zonal Commissioners”. 
They would not have secretariat functions, but 
their status as already mentioned, would be 
equivalent to that of Members of the Board 
with whom, moreover, they would be inter¬ 
changeable. They would function as extended 
arms of the Board in the performance of its 
duties as the Chief Revenue Authority. They 
would maintain rapport with industry and 
trade, oversee the work of the Collectorates, 
guide and direct Internal Audit and be inti- 
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matcly concerned with personnel, training and 
inspection. We consider that it would be ad¬ 
visable to divide the country into five zones, 
each zone consisting of a certain number of 
Collectorates headed by the Zonal Commis¬ 
sioner. 

26. The new arrangements proposed will, it 
is hoped, expedite decisions on important 
revenue matters and reduce areas of doubt and 
dispute. The new relationship which may 
thus be well expected to emerge between Go¬ 


vernment and the tax-payer will, we trust, be 
further strengthened by the setting up of an 
independent Tribunal which we later recoin 
mend. 

27. These then are the broad implications ol 
the new patterns and the aims and directions 
of structural reorganisation and institutional 
reform indicated by our review of the organi 
sation of the Department. We deal with these 
proposals at greater length in the succeeding 
Chapters. 



SECTION III 

STRUCTURAL REORGANISATION 
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CHAPTER 8 


HEADQUARTERS LEVEL: ISSUES CON CERNING CENTRAL BOARD AND 

DIRECTORATES 


The Central Board of Excise and Customs, 
as its name implies, has jurisdiction over both 
Customs and Excise. In addition, it deals with 
a certain number of miscellaneous items such 
as Narcotics. Among the Attached, Subordinate 
and other offices of the Board, which similarly 
cater to the combined needs of Customs and 
Excise, are: (1) the Directorate of Inspection, 
together with its regional offices, (2) the Sta¬ 
tistics and Intelligence Branch, (3) the Directo¬ 
rate of Training, (4) the Directorate of Draw¬ 
back, (5) the Central Revenues Control Labo¬ 
ratories and (6) the Directorate of Tax Re¬ 
search (which is an integral part of the Board 
itself). The Central Excise Collectorates are 
not only responsible for all Central Excise work 
but are in charge of land customs frontiers 
and also of customs administration of inter¬ 
mediate and minor sea ports and inland air¬ 
ports. For Air Customs, a pool has been con¬ 
stituted which is at present manned by officers 
drawn from both Customs and Excise services. 
The Central Excise Collectorates further per¬ 
form within the territorial jurisdiction assigned 
to them all preventive functions under the Cus¬ 
toms law. A recent hut important exception to 
this is where Preventive Collectorates have 
been created for Customs preventive work. At 
major sea ports, however, customs matters are 
looked after by officers of the Customs Depart¬ 
ment. Gold Control at different field levels re¬ 
mains with the Central Excise Department. 
Narcotics, however, is a separate Department, 
though manned at the higher levels mostly by 
officers drawn from the Central Excise Depart¬ 
ment. Class I appointments in all these orga¬ 
nisations, irrespective of whether they are ex¬ 
clusively Excise, Customs or Narcotics or com¬ 
posite in character, are filled by officers belong¬ 
ing to the Indian Customs and Central Excise 
Service which came into existence in 11)59. 

2. One of our terms of reference requires us 

to “examine the existing organisational and 
administrative set up of the Central Excise De¬ 
partment.” while another extends the scope 

of our enquiry to other matters "germane to 
the objectives of the investigation’’. In the con¬ 
text set out above, of partly composite and 
partly separate functioning of the Central Ex¬ 
cise and Customs organisations at different 
levels, it is clear that some of our recommenda¬ 
tions will have implications on the Customs 
side, though primarily aimed at Central Ex¬ 
cise. In so far as they arise from the compo¬ 
site features of the organisation, such recom¬ 
mendations are, in our view, not only unavoida¬ 
ble but integral to the enquiry itself. 

3. Several Staff Associations and other inte¬ 
rests have put forward before us their view 


that Customs and Excise should be separated 
and the present organisation bifurcated all 
along the line into two well defined and dis¬ 
tinct administrations dealing, one exclusively 
with Excise, and the other exclusively with 
Customs. They cite the instance of Income Tax 
functioning as a Department distinct from Cus¬ 
toms and Excise. Earlier in this Report we 
have recounted briefly the evidence tendered 
on this subject and also set out the views of 
the Central Board of Excise and Customs on 
this issue. The present Board was constituted 
in 1963, when the number of commodities cover¬ 
ed by excise was 65 with a revenue of around 
Rs. 600 crores. Since then the activities of the 
Excise Department have expanded manifold: 
the number of commodities has almost doubled 
while the revenue during 1974-75 is expected to 
exceed Rs. 3,000 crores. There has been a gra¬ 
dual switchover from specific to ad valorem 
duties and the tariff has been continuously re¬ 
fined to provide for numerous classifications 
and sub-classifications attracting different rates 
of duty, apart from total and partial exemptions 
based on diverse criteria. In consequence not 
only the tariff but procedures and administra¬ 
tion have grown enormously in complexity. In 
Volume I we have commented on the increasing 
diversity of the tax base, the growing comple¬ 
xity of the tax procedures and the wide pre¬ 
valence of tax evasion which are some of the 
characteristics of the present tax structure of 
the Excise Department. These have placed a 
very large burden on the administrative machi¬ 
nery. It is argued that having regard to these 
complexities and the increasingly important role 
assigned to excise duties in the fields both of 
resource mobilisation and economic regulation, 
it is important that they should be administered 
by an independent organisation geared fully to 
the needs of Excise. This organisation should 
not be conditioned in its approach or admi¬ 
nistration by principles, concepts and practices 
applicable to another service or by the needs 
and requirements of that service howsoever simi¬ 
lar or allied all these may be. The feeling has 
been expressed that the problems of the Cen¬ 
tral Excise Department and Central Excise Offi¬ 
cers have tended to receive inadequate appre¬ 
ciation in the absence of a Board specifically 
designed, in composition as in functions, for the 
purpose of giving exclusive attention to Cen¬ 
tral Excise. It has been emphasised that, in the 
concept and procedures of excise and of cus¬ 
toms duties, there are important dissimilarities 
which it would be administratively undesirable 
to ignore. In elaboration of this contention it 
has been pointed out that, though the two 
Departments had been merged at Class I level 
some fifteen years ago, it has not even till 
today been possible for the Administration to 
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merge them at the lower levels. This, in turn, 
it is stated, has given rise to numerous admi¬ 
nistrative and other problems, such as those 
relating to promotion and seniority, which affect 
the morale of the service. 

4. While there is a certain amount of force 
in some of these arguments, we are by no means 
convinced that the present situation is such as 
to call for the kind of drastic solution which 
has been proposed. What is both striking and 
important is not so much the points of dissimi¬ 
larity as the very large area of similarity and 
common operation between the two Depart¬ 
ments. Indeed, there are several levels of work¬ 
ing at which they are so closely interconnected 
as to make it a formidable task even to attempt 
to sever the links. Moreover, we have no reason 
to believe that the administration of excise has 
suffered merely because of the composite nature 
of the Board as distinguished from other as¬ 
pects such as the remoteness of the Board from 
large bodies of assessees in different parts of 
the country. We also take note of the fact that 
at the Class I level an integrated service has 
been functioning since 1950 and is presently 
manned largely by officers recruited directly to 
the integrated service. Furthermore we expect 
that the organisational reforms we are propos¬ 
ing would go a long way in streamlining the 
administrative machinery and in mitigating 
some of the current grievances. 

5. The functions performed by the Board may 
be described as falling under the following 
categories which, however, are not mutually 
exclusive:— 

(i) Statutory, i.e. those pertaining to the ex¬ 
ercise of authority conferred on the 
Board and the Central Government by 
statute as for example the authority to 
invest officers with different powers or to 
exempt excisable goods from payment 
of duty in circumstances of an excep¬ 
tional natuie or to act as the Appellate 
authority in certain cases; 

(ii) Administrative, i.e. those performed by 
it as the Chief Revenue Authority for 
administration of the Customs, Central 
Excise and Narcotics Department; and 

(iii) Secretariat, i.e. those performed by it as 
an integral part of the Ministry of Fin- 
nance, in which capacity it is concerned 
with formulation of tax policy. For per¬ 
formance of these functions the Chair¬ 
man and Members of the Board act as ex- 
officio Additional Secretary and Joint 
Secretaries respectively to the Govern¬ 
ment of India. 

6. We have referred to the criticism of the 
Estimates Committee (1958-59), made in the 
context of the then existing Central Board of 
Revenue, that in combining in the same body 
the secretariat functions of the Department of 


Revenue and the administrative functions of 
the Chief Revenue Authority, the purpose of 
the Central Board of Revenue Act had been 
largely defeated. The same criticism applies 
to the two successor Boards, namely, the Central 
Board of Direct Taxes and the Central Board 
of Excise and Customs. The question is one 
which has been looked into by several Commit¬ 
tees in the past, including the Direct Taxes 
Enquiry Committee (December 1971) which 
examined it with reference to the Central Board 
of Direct Taxes. There has, however, been no 
unanimity in the conclusions arrived at. So far 
as the Central Board of Excise and Customs is 
concerned, we find ourselves broadly in agree¬ 
ment with the views of the Board already quot¬ 
ed in Chapter 2. We also consider that the 
substance of the criticism would be met by the 
proposals we have already made to the effect 
that most of the executive functions of the 
Board should be performed by Zonal Commis¬ 
sioners who would ex-officio have the status of 
Members. Accordingly we do not think any 
reconstitution of the Board as an independent 
executive authority, dissociated from formula¬ 
tion of tax policy, is called for or would be 
desirable. 

7. We note that in the matter of financial 
and administrative powers, the Board does not 
have adequate discretion or independence. All 
proposals of the Board having financial impli¬ 
cations are processed by an Internal Finance 
Unit which does not function as a part of the 
Board. Most of the proposals have to be refer¬ 
red to the Department of Expenditure for ap¬ 
proval. We consider this arrangement to be 
unsatisfactory not only in principle but also 
because it leads to a great deal of duplication 
and delay. We accordingly recommend the dele¬ 
gation of adequate financial and administrative 
powers to the Board, 

8. We find ourselves in agreement with the 
view that there should be some induction of 
technical officers drawn from the Department 
at the lower ranks of the Board’s secretariat 
for better appreciation and assessment of pro¬ 
blems which are referred to the Board. We are 
told that most of the references coming to the 
Board are technical in character. There is con¬ 
siderable advantage in such references being 
processed by technical men. 

9. In the context of our proposals regarding 
appointment of Zonal Commissioners which we 
elaborate in the succeeding Chapter, the Mem¬ 
bers of the Board, namely. Member (Tariff) and 
Member (Central Excise) will be relieved some 
of their present functions. It would therefore 
be necessary to reassess the requirements of the 
Board and redistribute the work accordingly. 
It does not, however, follow that the creation 
of Zonal Commissioners will lessen the work 
load of the Board as a whole or justify a re¬ 
duction in its strength. Entirely apart from 
the new and hitherto unattended work which, 
because of his closeness to his jurisdiction, the 
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Zonal Commissioner will hereafter perform in 
the field of Excise, the Board will have many 
important, functions which it will continue to 
discharge. These- include formulation of policies 
in relation to its executive responsibilities, co 
ordination of working between various Collec- 
torates (hereafter Zones) and exercise of autho¬ 
rity in respec t of all residuary items of work. 
All this will be in addition to its functions as 
an integral pari of the Ministry of Finance of 
which a few are: advising the Government on 
fiscal policy, attending to legislation. Parlia¬ 
ment questions, P.A.C. work, Tarilf and Exemp¬ 
tions, and performing other tasks which statu¬ 
torily fall within lhe purview of the Central 
Government. 

10. At present all matters of policy relating 
to recruitment, promotion and personnel ma¬ 
nagement are expected to he considered hv the 
Board jointly, while administrative, organisa¬ 
tional and establishment matters fall within the 
purview of Member (Central Excise) or Mem 
her (Customs) according as they relate to Cen¬ 
tral Excise formations or Customs. Our general 
impression throughout has been that, in the 
Excise Department, personnel poliev has not re¬ 
ceived sustained and adequate attention. The 
recurring exigencies of new taxation have led 
to uneven recruitment and, sometimes, conse¬ 
quential stagnation. Training has tended to be 
neglected until recently. The training program¬ 
mes are still inadequate. Job classification re 
mains to he completed and cadre imbalances to 
he rectified. Having regard to the importance 
which personnel management has come (o as¬ 
sume in modern administration, we are of the 
view that the Board should have a whole-time 
Member (Personnel) dealing with policies relat¬ 
ing to recruitment, training, evolution of norms 
and preform a nee standards, promotion and 
general welfare of the staff and other allied 
matters having a hearing generally on person¬ 
nel management. In this connection we find 
that both the P & I and Railway Boards have 
whole-time Members designated as Member 
(Posts) and Member (Staff). In fact the P & T 
Board has in addition a Member (Administra¬ 
tion). We trust that in the redistribution of 
work consequent on the creation of the insti 
tution of Zonal Commissioner.s, it would he pos 
si hie for Government to fulfil what we consider 
a long over-due requirement, namely, the allot¬ 
ment of functions concerning personnel as the 
main duty of a whole lime Member of the 
Board. 

11. It may hen: he noted that, as part of 
the present distribution of work, all matters of 
tariff concerning both Central Excise and Cus 
toms are the responsibility of Member (Tariff) 
as distinct from the two separate Members who 
arc in charge of Central Excise and Customs 
respectively. All matters other than at the policy 
or Board’s level will, as already indicated, de¬ 
volve on the Zonal Commissioners, thus giving 
corresponding relief to the Members concerned. 
In the re-arrangement of work now suggested. 
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we consider it appropriate- that Member (Cen¬ 
tral Excise) should deal with policy matters of 
tariff concerning his subjects and Member (Cus¬ 
toms) similarly with matters concerning his. 
VVc recommend this arrangement not merely 
or iiiainb on the ground that it will now be 
administratively feasible from the point of view 
of distribution of the work load, hut also, and 
primarily, because it will have the merit of 
ensuring that the related issues of tariff and 
procedure ate combined in point of responsi¬ 
bility. Co-ordination of tariff matters within 
the Board would be the function of the Chair¬ 
man of the Board. In such an arrangement, all 
or most of the functions now discharged by the: 
Member (Tariff) will be distributed among the 
other Members of the Board including the 
Chairman. 

12. Our attention has l>ecn drawn to the fact 
that so far as disciplinary cases involving a vigi¬ 
lance angle are concerned, the Secretary to the 
Central Board, who is an officer of the status of 
a Depute Secretary, is designated as the Chief 
Vigilance Officer of the Department whereas the 
Director of Inspection, who is a senior Collector 
and Head of Department, is the Additional 
Chief Vigilance Officer. We consider that the 
functions of the Chief Vigilance Officer should 
also test in Membei (Personnel). 

13. We have already referred to the functions 
presently entrusted to the Directorates and other 
institutions attached to the Board. To the 
extern that some of (lie work now performed 
by these instil tit ions will devolve on the Zonal 
Commissioners, it will be necessary to reorga¬ 
nise their functioning. We have also observed 
(hat in practice the Directorate of Revenue In- 
iciligencc has not been able to devote much 
attention io Central Excise work, largely be¬ 
cause of the pandit of staff and partly for the 
reason that if has been organised primarily for 
tackling cases of international smuggling. It 
also appears somewhat anomalous to us that 
while lhe Central Board of Excise and Customs 
should continue to be responsible for enforcing 
Excise and Customs laws. this Directorate 
(which, incidentally, is manned almost entirely 
by officers drawn from the Customs and Excise 
Department) should be under the administra¬ 
tive control of the Department of Personnel. 
Nevertheless, we do not feel called upon to 
suggest any change in the present structure, so 
long as other arrangements are made for en¬ 
abling (be Board to discharge its own functions 
adcqualeh. We accordingly recommend that the 
Directorate of Inspection (Customs and Central 
Excise) should be reconstituted into a Directo¬ 
rate of Investigation and Intelligence, perform¬ 
ing, as the name implies, only intelligence and 
investigation functions. These .may be summa¬ 
rised as (i) collection, collation, dissemination 
and follow up where necessary of all revenue 
intelligence relating to Central Excise, that is 
to say, all functions which are presently ex¬ 
pected to be performed by the Directorate of 
Revenue Intelligence: (ii) investigation of all 
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Excise offences having inter-zonal or wider rami¬ 
fications; and (iii) co-ordination of anti-corrup¬ 
tion and vigilance measures. At present the 
Directorate of Inspection also advises the Board 
and Collectors on technical matters. After the 
institution of Zonal Commissioners has come 
into existence this advisory function would be 
performed by the Commissioners. Of the other 
items of work entrusted to the Directorate of 
Inspection, maintenance of Manuals and Books 
of Instructions, compilation and issue of Quar¬ 
terly Bulletins and Judgments, standardisation 
of forms and registers and other related items 
should more appropriately be assigned to the 
present Statistics and Intelligence Branch, which 
in our view should be reconstituted as a Direc¬ 
torate of Statistics and Publications. Similarly 
its present functions relating to recruitment 
tests and departmental examinations should 
devolve on the Directorate of Training. In so 
far as the Regional Offices of the Directorate of 
Inspection are concerned, we are proposing in a 


later Chapter that they should be merged in 
the new Zonal Offices. 

14. We deal with “Training" in the Section 
relating to Institutional Reform. In so far as 
the Directorate of Training is concerned, we 
do not intend to suggest any large scale modi¬ 
fications in the present organisational structure. 
As already indicated, the new Member (Per¬ 
sonnel) would be responsible, inter alia, for 
policy relating to training. The Director of 
Training should continue to perform the func¬ 
tion of advising the Board on all matters relat¬ 
ing to training and be generally responsible for 
formulation of training schemes and syllabi of 
studies and for the management and organisa¬ 
tion of the Central Training Institute. The Re¬ 
gional Institutes should be under the admi¬ 
nistrative control of the Zonal Commissioners 
though technical supervision over their work¬ 
ing would continue to be provided by the 
Director of Training. 



CHAPTER 9 


ZONAL LEVEL: NEW OFFICE OF COMMISSIONER 


Wider coverage, higher tariff, larger revenue: 
in all these respects. Central Excise has con¬ 
tinued to expand over the years. With increas¬ 
ing sophistication of production and account¬ 
ing techniques and growing intricacies of ex¬ 
cise tariffs and sub-tariffs, the administrative 
responsibilities of the Department have multi¬ 
plied manifold. This has occurred at all levels 
of the administration, including the Board. At¬ 
tempts to reorganise the system and revamp 
its procedures in the light of changing needs 
have on the whole, hitherto, affected only the 
lower echelons of the structure. There has been 
no substantial change by way of devolution of 
authority or of decentralisation of decision 
making. 

2. We have referred to the constitution of 
the Board and its functioning and also to the 
objectives underlying the creation of the Cen¬ 
tral Board of Revenue as enunciated in the state¬ 
ment of the Finance Secretary made at the time 
of the introduction of the Central Board of 
Revenue Bill 1924, in the Council of State. 
These objectives, which postulated among other 
things a close personal' contact between the 
Members of the Board and the representatives 
of the tax payer through constant touring and 
frequent consultations, are even more relevant 
today than they were in 1924. 

3. In Volume I, we have drawn attention to 
the complaint generally voiced by the industry 
of a lack of rapport between the tax payer and 
i he tax collector. In the context of the Central 
Board it was stated that references made to 
the Board seeking clarification were not attend¬ 
ed to for long periods. The usual practice was 
to forward them to officers lower down. In the 
result, it was urged, there have been long delays 
at different levels, and a good deal of time 
usually elapses before a final ruling or inter¬ 
pretation can be obtained. It was pointed out 
that this not only prolonged the period of sus- 
pence and uncertainty, but frequently led to 
situations in which the assessee or the Depart¬ 
ment suffered avoidable financial liability or 
loss of revenue. 

4. In our view there are several factors which 
contribute to the present state of affairs. The 
functions and responsibilities of the Board have 
increased substantially. This is particularly so 
in respect of its secretariat functions as part of 
the Department of Revenue. These functions 
entail an ever increasing volume of work in 
connection, for example, with the preparation 
of the Budget, proceedings in Parliament or 
meetings of the Public Accounts Committee. 
In so far as Central Excise is concerned our 
observations are, in particular, applicable to 
the Member in charge of Central Excise and 


to a lesser extent the Member in charge 
of Tariff. One view is that the Members find 
themselves obliged to stay on at headquarters 
for performance of the duties we have enume¬ 
rated above. They are consequently unable to 
devote adequate time to visits to important 
centres, including those where industrial acti¬ 
vity is concentrated. This has tended to inhibit 
closeness of dialogue between the industry and 
the highest revenue executive. Even in so fat 
as the internal administration of the Depart¬ 
ment is concerned, the Board now has to deal 
with twenty Central Excise Collectorates in 
addition to the Custom Houses and a number 
of Attached and other offices. There is avoida¬ 
ble concentration of authority at the level of the 
Board. Apart from delays, these factors lead to 
a lack of adequate appreciation of regional and 
local problems and absence of effective super¬ 
vision over the working of the Collectorates. 

5. In our considered view, the time has come 
for some of the functions of the Board to 
be decentralised in the sense of their being 
exercised in much closer proximity to the as- 
sessees in different parts of the country. We have 
referred to the dual character of the Board 
which acts as the Chief Executive Authority 
for the administration of the Central Excise 
and Customs Departments on the one hand and, 
in certain spheres, as an integral part of the 
Ministry of Finance on the other. In our view 
the Board should continue to perform its secre¬ 
tariat functions as at present; but some of its 
executive functions and responsibilities may 
with great advantage be entrusted to officers 
exercising the authority of the Board in well 
defined territorial zones. These officers—Zonal 
Commissioners—would ex-officio have the sta¬ 
tus of Members of the Board without secretariat 
functions. 

fi. Having regard to the present jurisdiction 
of Excise Collectorates and the need for achiev¬ 
ing as equitable a distribution of the work 
load as possible among the Members, we con¬ 
sider that the country may be divided into the 
following five zones: 

(1) North Zone with headquarters at Kan¬ 
pur comprising Chandigarh, Delhi, Kan¬ 
pur and Allahabad Collectorate 

(2) East Zone with headquarters at Calcutta 
and comprising Patna, Shillong, West 
Bengal and Calcutta and Orissa Collec¬ 
torates; 
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(3) Central Zone with headquarters at Hy¬ 
derabad and comprising Poona, Nagpur, 
(Umlur and Hyderabad Collectorates; 

(■1) West Zone with headquarters at Bombay 
and comprising Aliinedabad, Baroda, 
Bombay and Goa Collectorates, and 

(5) South Zone with headquarters at Madras 
■and comprising Madras, Madurai. Cat- 
chin and Bangalore Colloctoratcs. 

7. Bach ol the above zones will have a 
Commissioner who "ill be the Chief Executive 
Authorin' iu the Zone. The [unctions of ihe 
Board, other than quasi-judicial functions 
concerning appeals against the decisions or 
orders passed bv Collectors, which have a direct 
beating on Administration and Revenue can 
be classified broadly as falling within Lite ambit 
of (i) Turill (ii) Procedure and (iii) Administra¬ 
tion. We consider that, except for policy for¬ 
mulation relating to these matters and their 
coordination at the all-India level, the Zonal 
Commissioners should be responsible for dis¬ 
charging all these functions within their respec¬ 
tive jurisdictions. 

8. Interpretation of statutory provisions and 
rules and of Board’s instructions in so far as 
all those pertain to classification and valuation 
of goods, constitute the principal area of concern 
to the industry. It is largely with reference to 
this area that there arc complaints of inordinate 
debus. This has been taken note of by the 
public Accounts Committee and acknowledged 
by the Board in the recent instructions issued 
by them on the holding of tariff conferences 
between Collectors. In our opinion the present 
process of prior consultation with the Collectors 
and the resultant delays iu this field can be 
greatly reduced if Zonal Commissioners are 
empowered to take decisions on all appropriate 
matters concerning the Central Excises and 
Salt Act and Rules such as do not necessarily 
fall within the exclusive jurisdiction of (he 
Board. We accordingly recommend that they 
should be so empowered. 

9. On the basis of the distribution indicated 
above, each zone will, cover four Collectorates. 
Tills number may become live or six if some 
of the existing Collect orates are bifurcated. We 
envisage that the Zonal Commissioner will Ire 
a touting officer meeting his Collectors indivi¬ 
dually and collectively in conference either at 
their headquarters or his own at frequent inter¬ 
vals. Problems relating to <lassilitation can be 
discussed and, where appropriate, even decid¬ 
ed at these meetings. The apprehension that 
this may give rise to disparate or dissimilar 
practices in different zones need not be seriously 
entertained, for it is not likely that the area 


of dill'eiencos would be large. In any ease we 
also contemplate a periodical, say quarterly, 
meeting of the Commissionensin-Conference 
which will he presided over by the: Member of 
the Boaid in charge of Excise. Where practices 
vaiv, these can be reviewed at such meetings, 
in addition, all pending questions, i.c. those 
on which individual Commissioners defer tak¬ 
ing decisions with a v iew to seeming uniformity, 
(.m he soiled out at these conferences. As a 
working arrangement it should be convenient 
fen the internal meeting between the Zonal 
Commissioner and his Collectors to precede the 
meeting of Cominissioueis-iu-Gonference by a 
month or so. 

10. We aic linthet of the view that Central 
Excise work relating to Procedure and other 
technical matters, presentlv performed by Mem- 
bci (Central Excise) should substantially de¬ 
volve upon the Zonal Commissioners. Here 
again the same principle will apply, i.e. the 
Zonal Commissioners will take appropriate deci¬ 
sions at their own level and discuss those which 
liave wider implications at their quarterly con¬ 
ference. 

11. Uttdei Administration again. all func¬ 
tions presently performed by Member (Central 
Excise), except those relating to Class I services, 
should lie entrusted to the Zonal Commissioner. 
In the matter of transfers and other issues 
relating to establishment, the new arrangements 
will itot have the effect of supplanting the ex¬ 
isting authority or powers of the Collectors 
within tlicit own jurisdiction: the Commis¬ 
sioners would come in only where movement 
from one Gollectoratc to another within the 
zone is desired or called for in the interests of 
the administration or where the issues involved 
have inter-Co) led orate ramifications. Necessary 
co-oidiuatioit in the matter of posting and 
transfers of Class i stall will he provided at the 
level ol the Board in consultation with the 
Zonal Commissioners concerned. 

12. hike Procedure and Tariff, all pending 
questions relating to Administration on which 
decisions are deferred by the Zonal Commis¬ 
sioners will he discussed in the periodical meet¬ 
ings of Commissioners-in-Confercncc. 

13. We have given some thought to the ques¬ 
tion of entrusting appellate functions to the 
Zonal Commissioners. Earlier this work was 
shared by Members of the Board, but for some 
time now it has been performed by a Member 
placed exclusively in charge of;Appeals. The 



position regarding receipt, disposal and pen¬ 
dency of appeals in the Board for the preceding 
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three calendar rears is indicated in the follow¬ 
ing table: 





Number 

brought 

forward 

Receipts 

Disposal 

Pendency 
at the end 
of the year 

Call Book 

1971 

(«) 

Excise 

40G 

188 

207 

387 

14 


do 

Town seizures and laud Customs 

(171 

204 

298 

637 

290 



Total (a+b) 

1077 

452 

505 

1024 

304 


(<■■) 

Customs (Major ports’) 

831 

618 

687 

762 




Total (a-f-b-bc) 

1908 

1070 

1192 

1786 


1972 

(a) 

Excise 

387 

341 

229 

499 

17 



Town seizures and land Customs 

(137 

305 

131 

811 

369 



Total (a i b) 

1024 

(146 

360 

1310 

386 


« 

Customs (Major ports) 

*785 

581 

539 

*827 




Total (a + b+c) 

1809 

1227 

899 

2137 


1973 

(«) 

Excise 

499 

384 

324 

599 

20 


« 

Town seizures and laud Customs 

811 

283 

135 

959 

385 



Total (a + b) 

1310 

667 

459 

1518 

405 


(0 

Customs (Major ports) 

*833 

540 

534 

*823 




Total (a + b+c) 

2143 

1207 

993 

2341 



^Corrected figures. 

Cases mentioned against (a) and (1>) relate to 
adjudications done by Central Excise Collec¬ 
tors, while those under (c) pertain to Custom 
Houses. It is seen that the annual intake is 
around 1200 cases while disposals aggregate 
nearly a thousand cases. On these tacts, there 
may seem some merit in the suggestion that the 
appellate functions of the Board should also 
be entrusted to the Zonal Commissioners. At the 
same time, it would be unwise to burden the 
new office of Commissioner with what may turn 
out to be an undue amount, of desk work. 
Moreover, for obvious reasons, llu: discharge 
of these functions involves several procedural 
formalities and quite frequently a process of 
consultation not only within the Ministry of 
Finance but with other Ministries and organi¬ 
sations like the Ministry of Law, Directorate 
General of Technical Development, Ministry of 
Petroleum and Chemicals etc., which make it 
convenient lor the Appellate authority to be 
located at the headquarters of the Government. 
Jn addition, there are two or three important 
considerations such as uniformity of approach 
and desirability of entrusting appellate juris¬ 
diction to an authority not currently concerned 
with the performance of executive functions. 
Having regard to all these factors, we consider 
that the balance of advantage lies in main¬ 
taining the status quo so far as appellate func¬ 
tions of the Board arc concerned. It follows 
that we do not advocate reversion to the system 
which prevailed sometime ago under which the 
appellate work was distributed among the Mem- 
Iters of the Board. 

14. It has been mentioned earlier that lately 
the Central Board of Excise and Customs has 


assumed powers of review in respect of certain 
decisions or orders for the purpose of satisfy¬ 
ing themselves as to the correctness, legality or 
propriety of such decisions or orders. We con¬ 
sider that the power of review so far as it 
is presently exercised by the Board should vest 
in the Zonal Commissioners, in accordance with 
the recommendations made by us in the Chap¬ 
ter on Machinery of Adjudication’. 

15. In addition to the subjects listed in the 
preceding paragraphs, wc envisage a number 
of functions for the Zonal Commissioners. In 
general thc\ would be responsible for the effi¬ 
cient administration of Excise within their juris¬ 
dictions and for this purpose maintain the 
closest touch with their officers and with in¬ 
dustry. Though the functions of the Chief Vigi¬ 
lance Officer of the Department would vest in 
Member (Personnel), individual cases involv¬ 
ing ;i \igilance angle and all disciplinary cases 
which are presently looked into by the Board 
should come within the purview of the Zonal 
Commissioner concerned. Collectorate inspec¬ 
tions constitute one of the routine functions of 
the Board and of the regional offices of the 
Dir ectorate of Inspection which also carry out 
periodical inspections of some lower formations; 
we propose that these regional offices should be 
merged in the new zonal organisation of the 
Commissioner and inspections should constitute 
the responsibility of the new organisation. We 
deal with Internal Audit in a later Chapter. 
In so far as audit of ABC units is concerned, 
wc consider that it should be carried out by 
parties operating from the zonal level. Having 
regard to the importance of units under this 
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pattern of control these parties should be bet¬ 
ter equipped from the point of view of ex¬ 
pertise y in accounts. In our view they should 
comprise officers of a level not below that of 
Examiner of Accounts headed by an Officer of 
the status of an Assistant Director, assisted if 
necessary bv a small complement of Technical 
Assistants. The organisation at the zonal level 
will be controlled by a Deputy Director and 
work under the overall direction and supervi¬ 
sion of the Zonal Commissioner. The organi¬ 
sation should be linked to a Bureau of Audit 
at the centre, headed lay a Director of Audit 
who would be responsible for formulating poli¬ 
cies relating to audit and for providing techni¬ 
cal guidance and direction to the audit organi¬ 
sation in Lhc field. 


16. It is also our intention that the Zonal 
Commissioners should be actively associated 
with training. The Regional Training Insti¬ 
tutes should be placed under their administra¬ 
tive control and function under their super¬ 
vision. Similarly till Regional Laboratories 
which presently cater to the needs of the Cen¬ 
tral Excise Department or to the needs of both 
Customs and Central Excise should be under 
the administrative control of the Zonal Com¬ 
missioners. Technical supervision over these in¬ 
stitutions would, however, continue to be pro¬ 
vided by the Director of Training and the 
Chief Chemist who would be responsible for 
the functioning of the Central Institute and 
the Central Revenues Control Laboratory, apart 
from advising the Board on matters connected 
with policy pertaining to these institutions. 


17. In the foregoing suggestions about the 
constitution of the new office of Commissioner, 
we have confined ourselves generally to func¬ 
tions connected with the administration of Cen¬ 
tral Excise. Commissioners would ex-officio have 
the status of Members of the Board which is a 
composite Board for both Customs and Central 
Excise functions. At the field level, as has al¬ 
ready been pointed out, several Customs func¬ 
tions—such as those relating to administration 
of land customs, sea customs at minor and 
intermediate ports and air customs in Delhi, v 
and customs preventive functions in areas other 
than those specifically assigned to Customs— 
ate performed by Central Excise officers. All 
these functions pertain to the Customs Act, 1962, 
of which the administration at the Board’s 
level vests in Member (Customs). Similarly, 
functions relating to levy and collection of 
countervailing excise duties are performed by 
Customs Officers. Having regard to this close 
inter connection between Excise and Customs at 
various levels, we feel that the arguments which 
justify the devolution to the Zonal level of 
some of the functions of the Board in so far 
as Excise is concerned are also valid to a 
certain extent in respect of Customs. We draw' 
attention to this very important aspect, with¬ 
out however attempting to make concrete sug¬ 
gestions, since these would largely fall outside 
the scope of our terms of reference. Govern¬ 
ment will no doubt, at the proper stage, but 
as an integral part of the issue under consi¬ 
deration, examine and take a decision on the 
complementary functions which, on the customs 
side, may be appropriately exercised by the 
Zonal Commissioner. 



CHAPTER 10 


FIELD LEVEL: REORGANISATION OF COLLEGTORATE 


Among the field formations of Central Excise 
are, in concentric order, the Collectorate and 
(within it) the Division and the Range. The 
last mentioned unit covers a variety of types 
such as the earlier MOR and the later Assess¬ 
ment Range. In this Chapter we propose to 
examine these and other basic units of Excise 
administration front the composite viewpoint 
of maximum efliciencv in collection with mini¬ 
mum hardship to the assessee. 

2. The following have to he taken into con¬ 
sideration in determining the optimum size of 
a formation:— 

(i) geographical factors; 

(ii) the number of units producing excisable 
goods, the character and composition of 
such units and their concentration and 
distribution; 

(iii) potential for: 

(a) increase in existing revenue, and 

(b) increase in number of producing 
units; and 

(iv) scope for evasion. 

3. To the foregoing criteria must be added 
another set of considerations in examining the 
size and structure of field formations. These 
are the requirements which arise from the diffe 
rent patterns envisaged in the system of Selec¬ 
tive Control. These requirements have been 
examined at some length in an earlier Chapter. 

4. We have observed that Collectorates are 
organised on a territorial basis, with their deli¬ 
mitation specifically notified under the Cen¬ 
tral Excise Rules. The expansion of Excise- 
coverage, the increasing complexities which 
have accompanied such expansion, the alloca¬ 
tion of new functions to the Department and 
the modifications effected at different times 
in the operational and administrative spheres 
called for changes in the territorial jurisdiction 
assigned to different Collectorates. In the course 
of the years, many adjustments have in fact 
been carried out, though based largely on ad- 
hoc assessments made from time to time of the 
work load involved. From three administrative 
units of the Central Excise and Salt Revenue 


Department in 1938, the number of Collecto- 
rates increased to 15 in 1962. Since then five 
more Collectorates have been carved out. 

5. The delimitation of primary field forma¬ 
tions in the Central Excise Department is based 
on certain norms formulated by the Staff Ins¬ 
pection Unit (SIU) of the Ministry of Finance 
with reference to different items of work in¬ 
cluding, among other, the documents dealt with 
or checked. Coefficients have been evolved in 
respect of different items of work for deter¬ 
mining the number of Inspectors required for 
assessment or inspection. It has been estimated 
that a viable Assessment Range or an Inspec¬ 
tion Group headed by a Superintendent should 
have four to six Inspectors. No such norms 
appear to have been worked out for higher 
formations, but the working rule followed 
seems to be that normally four to six Ranges 
with a corresponding number of Inspection 
Groups should constitute a Division which, to¬ 
gether with supporting executive and ministe¬ 
rial staff, would hav€ an overall complement 
of 100 to 165 individuals. Further, it is general¬ 
ly assumed that six to eight Divisions justify a 
Collectorate charge. 

6. Despite the increase in their number, the 
work load of some of the Collectorates is dis¬ 
proportionately heavy. Our attention has been 
drawn particularly to (1) Bombay, (2) Calcutta 
and Orissa, and (3) Delhi Collectorates. Origi¬ 
nally, Bombay Collectorate covered the entire 
State of Bombay which included, among other 
areas, large parts of the present Maharashtra 
and Gujarat States. In the fifties, the area 
covered by the present State of Gujarat was 
constituted into a Collectorate at Baroda, while 
the Vidharba region of the Maharashtra State, 
comprising the revenue districts of Chanda, 
Bhandara, Nagpur, Akola, Buldhana, Yeotmal, 
Amraoti, Wardha and Rajapura, came to be 
comprised in the Madhya Pradesh and Vidharba 
Collectorate with headquarters at Nagpur. On 
account of the rapid industrial expansion which 
had taken place, the Bombay Collectorate was 
bifurcated again in 1959; with the exception 
of Greater Bombay and Thana taluka, all the 
areas then covered by the Collectorate were con- 
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stiiuled into a separate CoUectoratc with head 
quarters at Poona. Though small in area the 
Bombay CoUectoratc, comprising Greater Bom¬ 


bay and [ liana, continues to have a heavy work 
load as may be seen from the following 
data: 


1-4-1959 1-7-1962 1-7-1973 


(/) 

Jurisdiction 

The whole of tin- 
present State of 
Maharashtra minus 
Yidarbba region 

Greater Bombay and 
Tliana Talnktt 

Greater Bombay and 
I'liana Taluka 

(it) 

Total revenue (Rs. cioied 

72. do 

lOt.48 

471.11 

(Hi) 

Number of commodities dealt with 

27 

51 

110 

■ (iv) 

Number of factories 'excluding power looms! 

921 

2600 

4107 

(v) 

Number of Divisions 

7 

7 

10 

(pi) 

Ranges 

*219 

51 

71 

(rii) 

Staff Strength 





Class I 

11 

17 

27 


Class II 

51 

31 

187 


Class III 

2209 

1643 

1571 


Class IV 

2712 

2210 

450 


♦Including tobacco and Customs ranges which now form part of other Collectorates. 


7. We are informed that, on the basis of the 
norms fixed by SIU for primary formations, 
the number of ranges in Bombay CoUectoratc 
should be 96, which in turn would justify 16 to 
24 Divisions and three Collectorates. We have 
not attempted a precise assessment of either 
the quantum of work or the corresponding staff 
requirements of the Collectorates, but from the 
above data and the evidence tendered before 
us by several witnesses, we consider there is 
prima facie case for reorganisation of the 
Collectorate. 

8. The position is somewhat similar in re¬ 
gard to the Calcutta and Orissa Collectorate 
and the Delhi Collectorate. The former has a 
long sprawling jurisdiction comprising many 
of the districts of West Bengal and the whole 
of the State of Orissa, while Delhi, despite the 
creation of a Collectorate at Chandigarh, still 
covers the entire State of Rajasthan in addi¬ 
tion to the Union Territory of Delhi. In res¬ 
pect of the Delhi Collectorate, account must 
also Ire taken of the very substantial Customs 
work arising from the international airport and 
diplomatic privileges, apart from additions to 
its work load on account of Gold Control and 
the recent rapid industrial expansion of certain 
areas in Rajasthan. To all intents and pur¬ 
poses, even now the Orissa and Rajasthan areas 
are treated as distinct administrative units con¬ 
trolled by Deputy Collectors posted at Bhuba¬ 
neswar and Jaipur. We consider that with some 
minor territorial adjustments, these might ap¬ 
propriately be constituted into separate Col¬ 
lectorates. 

9. The cases of Bombay, Calcutta and Orissa 
and Delhi Collectorates have been cited only by 
illustration. Other Collectorates might call 


for similar adjustments. We recommend that 
Lhe existing jurisdiction of all Collectorates may 
be reviewed for the purpose of making these 
charges administratively viable. 

10. Instances have been cited by several wit¬ 
nesses of big industrial complexes which, on 
account of their location, would reportedly 
find it more convenient to deal with a neigh¬ 
bouring Collectorate rather than the one in 
whose jurisdiction they happen presently to 
be situated. Two cases mentioned are Farida- 
bad and Ghaziabad which, respectively, are now 
controlled by the Chandigarh and Kanpur Col¬ 
lectorates. It is urged that both these indus¬ 
trial concentrations would, from the point of 
view of Excise, be better served by being at¬ 
tached to the Delhi Collectorate. The principal 
reason for this preference is stated to be the 
present, requirement that cheques in respect of 
duty payments can be drawn only on approved 
bank located at the Collectorate headquarters. 
We have already dealt with this matter in Volu¬ 
me I in which we have made several recommen¬ 
dations including the one that cheques may be 
permitted to be drawn on an approved bank 
located at divisional headquarters. We believe 
that, with the implementation of the measures 
recommended, the inconvenience presently felt 
by the asscssces would be largely mitigated. 
Moreover, we understand that a redistribution 
of Collectorate boundaries as required would 
present a number of administrative and ac- 
cminting pi obtains. We consider that the ba¬ 
lance of advantage, in at least these specific 
cases, lies in not disturbing the status quo. 

11. ft has already been observed that the 
present pattern of control, uniformly applica¬ 
ble to all units, under which the Assessment 
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Range and the Division are the primary and 
supervisory levels responsible for administering 
them, is in adequate so far as ABC units are 
concerned. In coining to this conclusion, we 
have been guided by several considerations, 
including the revenue potential of these units, 
the highly technical and sophisticated methods 
of accounting followed by them and the high 
level of the management charged with the res¬ 
ponsibility of planning and controlling produc¬ 
tion and maintaining accounts. In this situation 
it is not only desirable but necessary that the 
Government agenev responsible for checking 
such accounts and dealing with the manage¬ 
ment of these units should be equally competent. 


in methods of account keeping and at the same 
time be of sufficient calibre and authority to 
be able; to inspire confidence and ensure com¬ 
pliance with legal and procedural requirements. 
We are accordingly of the view that ABC units 
should be the direct responsibility of the 
jurisdictional Collector who should exercise 
that responsibility through a team of specially 
selected and trained officers. 


12. In accordance with the analysis presented 
in Volume I the number of units in each Gollec- 
toratc which qualify for this pattern of centrol, 
on the basis of data for 1971-72, is as follows: 


Collectorate 

Number of 

Number of 

Revenue 

Revenue as percent 


commodities 

units 

(Re orores) 

age of the total 
revenue of the 
Gollectorate 


Delhi 

10 

26 

30.52 

53.57 

Chandigarh 

6 

2) 

12.72 

26.50 

Allahabad 

0 

22 

27.76 

36.24 

Kanpur 

8 

9 

84.50 

62.46 

B'aroda 


29 

119.25 

67.23 

Bombay 

1(5 

119 

233.33 

56.78 

Ahmedabad 

9 

34 

37.46 

72.21 

Goa 

r 

9 

15.56 

93,40 

Hyderabad 

3 

7 

31.99 

67.43 

Guntur 

9 

28 

41.87 

72.96 

Nagpur 

8 

17 

30.81 

53.18 

Poona 

a 

9 

2.32 

3.08 

Mysore 

6 

11 

51.36 

63.81 

Madurai 

1 

6 

6.81 

38.54 

Madras 

H 

52 

103.19 

68.70 

Cochin 

13 

36 

82.25 

86.22 

Calcutta & Orissa 

21 

83 

103.33 

58.60 

Patna 

17 

21! 

85.91 

76.76 

West Bengal 

11 

22 

58.12 

71.78 

Shillong 

9 

15 

34.38 

66.00 

Total 

29 

583 

1193.44 

60 47 

13. In the above data 

the number of units 

less than 

the number shown. 

Even S' 


indicated corresponds to licensed units: since 
a separate licence is issued for each excisable 
commodity produced, even though a number 
of them may be produced on the same premises 
(mineral oils produced in a refinery are an 
instance in point) the number of units 
required to Ise controlled would in fact be 
31—8 DCSI/CE/74 


number of stub units would vary widely as 
between different Col 1 cc:torntes so that, in 
the scheme of direct control envisaged by us 
for ABC units, the additional burden which 
would devolve on the Collectors would not 
Ire evenly distributed. A study made by us 
reveals that in most Gollectorates a fairly large 
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proportion of these* units is. located either at reasonable distance thereof. This is illustrated 
the Collectorate headquarters itself or within by the following table : 



Collectorate 


Total number of ABC 
units (based on data for 
1971-72) 

Number of units located 
at Collectorate head¬ 
quarters or within 
reasonable distance of the 
Collectorate headquarters 

Other important centres 
of concentration 


1 


2 

3 

4 

1 . 

Delhi 


26 

19 


2. 

Chandigarh 


21 

Not available 


3. 

Allahabad 


22 

8 

(Varanasi 5, Lucknow 2, 






Bareilly 2) 

4. 

Kanpur 


9 

5 


5, 

Baroda 


29 

12 


6. 

Bombay 


119 

119 


7. 

Ahmedabad' 


34 


(Jamnagar Division 22) 

8. 

Goa 


9 



9. 

Hyderabad 


7 

7 ■ 


10. 

Guntur 


28 

1 

(Visakhapatnam 21) 

11. 

Nagpur 


17 


(Raipur 8) 

12. 

Poona 


9 

5 


13. 

Mysore 


11 

7 


14. 

Madras 


32 

50 


15. 

Madurai 


6 

.. 

(Sivakasi 2, Trichy 2) 

16. 

Cochin 



28 


17. 

Calcutta & Orissa 


83 

77 


18. 

Patna 


28 

9 

(Jamshedpur 9, Rinchi 6, 






Gava 3) 

19. 

West Bengal 


22 

2 

(Burdwan 15) 

20. 

Shillong 


15 

1 

(Dibrugarh 7, Gauhati 7) 



Total 

583 

350 



14. It is seen from the above data that in 15. For purposes of approval of classification 

addition to the units located at or near Collec- and price lists, the proper officer in the case 

torate head-quarters, there are in several Col- of ABC units would be the Collector. Assess- 

lectoratcs some outlying clusters or concentra- ments and all other functions, except periphe- 

tions of such units. We also realise that ral functions, would also be his responsibility, 

in the future industrial expansion of the conn- In peripheral functions we would include such 

try, there is likely to be greater emphasis on routine jobs as the issue and renewal of licences, 

dispersal of industries and establishment of approval of ground plans, execution of bonds, 

new industries in backward areas. It might verification of sureties, drawal of samples, etc. 

accordingly be argued that to attempt to con- which may be performed by the range forma- 

trol all such units from the Collectorate head- tion responsible for the jurisdiction in which 

quarters may not be a feasible proposition. the ABC units concerned are located. Adjudica- 

While we appreciate the force of this argil- tion of offences arising in relation to these 

ment, we consider that in the ultimate analy- units would also fall within the jurisdiction 

sis, having regard to the base postulates of of the Collector irrespective of the nature or 

the ABC pattern, the balance of advantage the gravity of the offence involved, 

so far as units under this pattern of control • - 

are concerned would like in their being con- !fi. In respect of ABC units, the Collector 

trolled centrally by an authority at a suffi- would be assisted by a team of officers of 

ciently high level. In the case, however, of which the strength may differ from Collectorate 

certain areas such as Jamshedpur, Visakha- to Collectorate depending upon the number of 

patnam and Burdwan (Durgapur—Asansol units, their location and character and the na- 

complex), which not only represent a concern lure and complexity of the tariff to be admi- 

tration of such units but which are at the same nistered. For obvious reasons this staff would 

time located at considerable distances from the have to be specially selected, so as to provide 

headquarters of the concerned Collectors, it the necessary expertise in the relevant method 

would be-desirable to post a sufficiently senior of accounting and techniques of production, 

local officer (of at least the status of Deputy The accounts personnel would be provided by 
Collector) to administer such units on behalf the internal Audit and Accounts Division. The 


of the Collector. 


technical staff would belong to the normal 
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cadres of services in the Department (Assistant 
Collectors and Superintendents). In addition, 
the technical side will be strengthened by the 
induction of suitable experts either directly 
recruited or drafted from other departments 
on deputation. What we visualise is that these 
experts would he assigned to Collectorates 
where their special knowledge and expertise 
would be most useful from the point of view 
of the concentration of commodities produced; 
but they would be available for advice on tech¬ 
nical matters to other Collectors also. Thus a 
steel expert might be posted to Calcutta and 
an oil expert to Bombay, but it would be pos¬ 
sible for "other Collectorates dealing with units 
producing steel and oil to requisition then- 
services for advice on problems relating to 
these excises. 

17. The accounts maintained by ABC units 
Would receive the closest attention: they may he 
inspected either on ihe premises of the pro¬ 
ducer himself or at the collectorate headquart¬ 
ers according to the convenience of the assesscc 
and the Department. All audit objections raised 
with reference to these accounts would be look¬ 
ed into by the Collector and appropriate action 
taken, if nccessaiy, alter discussion with the 
management. We also expect that the Collec¬ 
tor himself would visit the ABC units in his 
charge at periodical intervals for on-the-spot 
inspection and settlement of all pending pro¬ 
blems. 

18. In addition to the Collectorate function¬ 
ing as a distinct field and administrative unit, 
the Collector’s charge comprises formations 
known as the Division and the Range. By and 
large these formations also operate on a terri¬ 
torial basis, but in certain metropolitan areas 
like Bomba}. Calcutta, Madias and Delhi, they 
are organised on what is known as the func¬ 
tional pattern. This implies that tliev are assign¬ 
ed jurisdiction not over a distinctly defined geo¬ 
graphical area in respect of all excisable goods 
produced within that area and all Excise work 
connected therewith, but over certain specified 
commodities produced in a wider territory 
which may be coterminous with the territorial 
jurisdiction of the Collector or the Assistant 
Collector according as the formation organised 
on the functional basis is the Division or the 
Range. In this pattern, the same territory or 
geographical area constitutes the jurisdiction 
of more than one Division or Range in respect 
of commodities assigned to each one of them. 
We have given careful thought to these pat¬ 
terns of working and consider that, consistently 
with the basic c onsiderations wc have elsewhere 
elaborated, including the need to pinpoint the 
responishilitv of individual officials in respect 
of individual units of manufacture—the actual 
pattern must be left to be decided by those 
best acquainted with the local conditions and 
local problems, viz. the Collector and Commis¬ 
sioner concerned. It, follows that we consider 
it in appropriate to lav down rigid principles 
which prescribe, at one or more levels, either a 


territorial pattern or a functional pattern or 
specific degrees of admixture of the two patterns 
either for metropolitan areas generally or for 
individual cities like Bombay or Calcutta. 

ID. In so far as the constitution and strength 
of the Divisional formation is concerned, the 
present basis, which is understood to have been 
evolved in consultation with SIU, stipulates as 
follows;— 

“(i) a Division should normally have 4 to 6 
Assessment Ranges and a corresponding 
number of Inspection Groups, Preventive 
Parties etc. with a total strength of 100 
to 165 persons including ministerial and 
Class IV staff; 

(ii) the Assistant Collector may be provided 
with the assistance of one Superintendent 
for both Technical and Administrative 
work so long as the total strength of the 
Division is upto 120. When the strength 
exceeds this figure, he may be provided 
with the assistance of another Superin¬ 
tendent (Administration)/Administrative 
Officer; and 


20. It appears to us that the present consti¬ 
tution of Divisions is based more or ad hoc 
considerations than on an assessment of the 
work load involved. We consider that it would 
desirable in due course to evolve suitable norms, 
as in the case of Assessment Ranges and Ins¬ 
pection Groups, for various items of work re¬ 
quired to be performed by an Assistant Col¬ 
lector and his office and to determine the size 
of a Division on the basis of the work load so 
assessed. We, however, realise that it may not 
be possible to do so unless Divisions actually 
start functioning in terms of the requirements 
of the new patterns of control. Until then it 
would be appropriate, in our view, to proceed 
on the assumption that a Division should ordi¬ 
narily comprise four or fine Ranges. 

21. In the course of our touts and from 
evidence tendered before us we have gathered 
the impression that Assistant Collectors, as a 
rule, are overburdened with work. In an earlier 
Chapter wc have set out briefly the principal 
functions presently entrusted to them. We at¬ 
tach considerable importance to the office of the 
Assistant Collector and consider that as a Con¬ 
trolling Officer in relation to Range formations 
he has a pivotal position in the organisational 
set-up. The Division is an important cross-sec¬ 
tion of the industrial map of the Collectorate. 
The Assistant Collector, as the senior most offi¬ 
cer in his jurisdiction, is called upon to tackle 
all the complex tax problems which arise in the 
day to day administration of a variegated pat¬ 
tern of industry and excise. He is concerned 


(iii) the Division may be bifurcated/reorga- 
nised if the total strength exceeds 165 
or the number of Assessment Ranges 
within its jurisdiction exceeds 6.” 
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with solving as many such problems as possible 
at his own level. The representatives oL indus¬ 
try look up to him as their immediate source 
of redress in matters on which they Teel dis- 
satislicd with the working of the Range. I he 
Administration for its part holds him respon¬ 
sible for the security of Government revenue 
and the smooth and efficient functioning of his 
charge. For these and other reasons, an Assis¬ 
tant Collector should be an officer of standing 
and experience and one who is able to take 
appropriate decisions on his own. In our view 
an officer should not be given independent 
charge of a Division unless he has had suffi¬ 
cient field experience and has some familiarity 
with work at the Colleciorate headquarters. 
Once he is given such charge, it is important 
that he should not be saddled with too many 
routine functions which keep him tied to his 
desk. We envisage for him the role essentially 
of an officer who is in continuous touch with 
his charge, meeting his officers and assessees at 
frequent intervals, carrying out surprise checks 
in addition to administrative inspections, orga¬ 
nising preventive anti intelligence activities in 
the Division and applying his mind constantly 
to improving the tone and integrity of admi¬ 
nistration. For carrying out these tasks he should 
be given greater authority than at present and 
ample scope for the exercise of discretion. 

22. With ABC constituting a separate entity 
controlled by the Collector, the Assistant Col 
lector will be relieved of his direct responsi¬ 
bility in respect of these units. We do not, how¬ 
ever, envisage his complete dissociation from 
such units. Apart from the peripheral [unc¬ 
tions performed by jurisdictional Ranges under 
his administrative control, for which he would 
continue to be responsible, he should keep him 
self in touch with the working of these units 
through his intelligence officers and other soui- 
ces of information. The activities of his pre¬ 
ventive organisation would extend to these units 
also. In a way, so far as ABC units arc con¬ 
cerned, he would be the eyes and ears of the 
Collector communicating to him all such infor¬ 
mation as may have a bearing on revenue. 

23. On the subject of approval of classilica 
tion and price lists, the position obtaining at 
present has been quoted at some length in 
Volume I. In this context it has been repeatedly 
urged before us that the entrustment since 
May 1972 of the functions of ‘proper officer’ to 
the Assistant Collector lias added substantially 
to his work load and impaired his efficiency 
in the other spheres. In Volume l we have also 
observed that “the present instructions regard¬ 
ing the hierarchical levels at which decisions on 
classification may be taken arc hedged round in 
such a way that far from encouraging clear cut 
decisions at each level, they may be said to 
encourage an upward passing on of responsibi¬ 
lity at every suitable opportunity”. For these 
and other reasons, we propose that the Range 


Superintendent should also be a 'proper offieei 
for approving certain items of classification and 
valuation. It is at the same time necessary that 
tho Assistant Collector should continue to be 
associated actively with both classification and 
valuation. Our recommendations in this behalf 
arc as follows:— 

(a) In so far as commodities under the ABC 
pattern arc concerned, functions relating to clas¬ 
sification, valuation and assessment should vest 
in the Collectors. Wc should, however, like to 
make one reservation which we illustrate with 
reference to mineral oils. Mineral oils produced 
by refineries arc consigned under bond to all 
parts of the country where they are stored in 
bonded installations and then cleared on pay¬ 
ment of duty. The classification in respect of 
these products would be decided upon by the 
Collector having jurisdiction over the refinery 
concerned and the classification would also be 
indicated on the removal application under 
which the products are transported tinder bond. 
Most of these products arc liable to specific 
rales of duty with the result that no valuation 
problems as such ate involved in their assess¬ 
ment, apart from the fact such products are 
sold in terms of pricing formulae approved by 
Government. Even otherwj.se, the storage, issue 
and accounting of these products are not likely 
to present such problems as to warrant the per¬ 
sonal attention of the Collector. Therefore, it 
should be open to the Collector to delegate his 
functions in relation to such marketing installa¬ 
tions and other similar units to the jurisdic¬ 
tional Assistant Collector, by virtue of powers, 
vested in him under the Central Excise Rules. 

(b) For PBC units, which constitute a major 
revenue yielding sector, the commodities cover¬ 
ed may be divided into two lists: (1) one com¬ 
prising items which have a complicated tariff 
or involve detailed examination with reference 
either to the composition of the product or the 
valuation law and principles or extensive mar¬ 
ket inquiries, and (2) the other^comprising all 
the remaining items. In the residuary list we 
would include commodities subject to single 
and specific rates of duty, and goods for which 
prices are fixed by statute, in addition to those 
for which tariff values have been notified and 
others which do not present complexities of 
classification and valuation. The Assistant Col¬ 
lector and the Range Superintendent respecti¬ 
vely would be the proper officers for commo¬ 
dities covered by the two lists. The division of 
commodities on the above basis should be 
derided upon by the Administration and may 
be varied from time to time according to needs 
and exigencies. As Superintendents gain more 
exjrerience and acquire the necessary expertise, 
it should be possible for more and more com¬ 
modities to be transferred to the residuary list. 

(c) For units operating under CBC, of which 
the number is not likely to be large and which 
would fall largely in the small sector, the 
powers of the ‘proper officer' for purposes of 
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classification and valuation should be exercised 
by the Superintendent, irrespective of the 
commodity produced. 

24. We observe that instructions issued by the 
Department provide for internal consultation 
between the Superintendent and the Assistant 
Collector or between the Assistant Collector and 
the Collector for resolving doubts on matters 
relating to classification and valuation. We ap¬ 
preciate the need for freejuent internal con¬ 
sultation on all issues which have an important 
bearing for cither the Industry or the Depart¬ 
ment; but having regard to the quasi-judicial 
nature of decisions on issues pertaining to 
classification and valuation, as distinguished 
from other issues, we consider that instead of 
providing for an extra-judicial method of in¬ 
ternal discussion or consultation in regard to 
such matters, the relevant rules should clearly 
stipulate that where a proper officer, for rea¬ 
sons to be recorded in writing, feels that a 
decision on an issue concerning classification 
or valuation should be taken by a higher officer, 
it should be possible for him in law to refer 
the matter to such higher officer. 

25. It follows that, with due regard to the 
relative importance of various commodities, 
appropriate officers at different levels—and not 
merely the Assistant Collector as at present— 
should be empowered to take a decision as 
‘proper officers’ itr regard to classification and 
valuation of different commodities. We recom¬ 
mend that necessary provisions be made in the 
Rules accordingly. 

26. The Assistant Collector would be expect¬ 
ed to keep under constant surveillance the work 
of classification and valuation done in the 
Range, and for this purpose he may Ire re¬ 
quired to carry out a percentage check of all 
assessments. Where, in the course of his ins¬ 
pections, he discovers instances in which he 
considers there has been a short levy or under¬ 
assessment of goods, we are advised that it 
would be possible for him to take recourse to 
the relevant provisions with a view to recover 
the duty or other amounts which are found 
to have been short levied. 

27. We have recommended in Volume 1 that 
the work of collection of duty by cheques 
should no longer be confined to headquarters 
of Collcctorales and that as a first step towards, 
decentralisation, the cheques should be permit¬ 
ted to be drawn on approved banks located at 
the divisional headquarters. For this additional 
work of receipt and collection of cheques and 
accounting (including reconciliation with the 
treasuries) of all credits, the Assistant Collector 
should Ire provided with the necessary staff 
under his administrative control. In our view 
this will not only remove a long standing grie¬ 
vance of the industry but also help improve the 
Assistant Collector’s control of units in his 
jurisdiction. 


28. We also recommend elsewhere an en¬ 
hancement of the powers of adjudication now 
vested in the Assistant Collector. 

29. We contemplate that, in respect of pro¬ 
ducers expected to be brought within the pur¬ 
view of Simplified Procedure, the Assistant Col¬ 
lector will have an important role in the mat¬ 
ter of determining their eligibility therefore 
and in arriving at their prospective duty liabi¬ 
lity. Though these matters would come within 
the pm-view of the jurisdictional Range, we 
consider that the Range staff should receive 
active guidance from the Assistant Collector. 
For example, the initial operation should be 
organised at his level and with his active parti¬ 
cipation in the various exercises needed to be 
carried out for a proper switchover to the new 
procedure. 

30. In terms of the recommendations made 
by us, the Superintendent (Technical) attached 
to the Divisional Office will be relieved of such 
of his functions as relate to adjudication of 
offences; we do not, however, think it would be 
possible for that reason to dispense with this 
post altogether. The day to day administration 
of a Division involves several technical func¬ 
tions for u'hich a Superintendent (Technical) 
will continue to be necessary. 

31. In the scheme of Selective Control envi¬ 
saged by us, the Range would be the primary 
formation responsible for all units other than 
those under the ABC pattern. It will have a 
cearly defined jurisdiction in which the work 
involved (including peripheral functions re¬ 
quited to be performed by the Range in rela¬ 
tion to ABC units) would ordinarily warrant 
the posting of four or five primary workers 
(Inspectors) headed by a Superintendent of Cen¬ 
tral Excise. We have already observed that at 
present the work load is assessed on the basis 
of norms formulated by S1U for different items 
of work. 1 he new Range will be called upon 
to assume several functions which are not being 
performed by the present Assessment Range or 
-MOR; for example, functions presently perform¬ 
ed by Inspection Groups which would hereafter 
be transferred to the Range. The Range would 
also perform functions which ate different from 
those presently entrusted to it, such as items 
pertaining to classification and valuation. It 
would therefore be necessary to re-assess the 
quantum of work involved in a Range. 

32. The role we visualise for the Range is 
that of a compact, self-contained, administrative 
unit performing all primary functions in rela¬ 
tion to the producing units coming within its 
purview. Such functions, in so far as PBC units 
are concerned should, in our view, include 
assessment together with the preceding opera¬ 
tions of approval of classification and/or price 
lists by the Superintendent in charge of the 
Range. Subject to the observations we have 
made m paragraph 23 ante, these would also in¬ 
clude exercise of production checks as set out 
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briefly in Volume 1 and discussed later in this 
Volume. Other items included would be scru- 
iin\ and consolidation of periodical returns and 
physical verification of goods (where required), 
in addition to peripheral functions such as veri¬ 
fication of sureties, drawal of samples, issue 
and renewal of licences and execution of bonds. 
In respect of units eligible for Simplified Pro¬ 
cedure, the Range will be responsible, subject 
to the observation already made about the active- 
overall supervision of the Assistant Collector, 
for examination of their relevant accounts for 
the purpose of determining their initial or con¬ 
tinued eligibility for Simplified Procedure; lot 
obtaining their options; and for fixing their 
prospective dut\ liability in terms of the ordcis 
or instructions issued by the Department. It 
would also ensure timely payment or realisa¬ 
tion of duly instalments and carry out in rela¬ 
tion to such units the prescribed periodical or 
other checks in addition to the scrutiny and con¬ 
solidation of production returns, For units 
which do not opt for Simplified Procedure, the 
Range will follow the standard procedure ap¬ 
plicable to units working under physical con¬ 
trol. Mere again approval of classification and 
price lists which would precede assessment ol 
AR 1 by the Inspector would be the responsi¬ 
bility of the Range Superintendent. The Ins¬ 
pector concerned would note on the AR 1 it¬ 
self that assessment was based on classification 
and/or valuation approved by the Superinten¬ 
dent. 


33. Consequent upon the introduction of the 
MOR pattern of work, and later the SRP, the 
Range offices came to he shifted front their 
original locations within the producing facto¬ 
ries or in dose proximity to points of produc¬ 
tion to more distant places and in some cases, 
to Divisional headquarters. The arguments 
usually advanced in support of this develop¬ 
ment are: 

(i) that the territorial jurisdiction of a large 
number of Ranges extends to out of the way- 
places where housing, educational and medical 
facilities and other amenities of a town life 
arc not available and this constitutes a serious 
hardship for the staff, 

(ii) that withdrawal of officers to more con¬ 
venient points or Divisional offices promotes 
mutual consultation on problems of Excise ad¬ 
ministration, and 

(iii) that it is wrong in principle to expect 
manufacturers to provide office (and residen¬ 
tial) accommodation, particularly when the phy¬ 
sical presence of officers for granting clearances 
is not necessary. 

34. 'lire above arguments do in fact consti¬ 
tute an explanation, rather than a justification 
for the shifting of residential and office accom¬ 
modation previously provided to the Inspectors 
by the factories. The question that arises now 


is whether, in the light of the recommendations 
made by us regarding the change in the pat¬ 
tern of controls and checks, the existing arrange¬ 
ments relating to office and residential accom¬ 
modation would require to be changed. 

35. In so far as A1JC units arc concerned, no 
problem may arise because it is essentially the 
Collector in charge of these units and his tech¬ 
nical officers who would be exercising the con¬ 
trol based on accounts; and the few peripheral 
ditLies to be performed by the Assistant Col¬ 
let tots can be done without any need for the 
Assistant Collector or his staff to be stationed 
near the particular factory. However, as regards 
1*BC and CBC units, it would be necessary for 
the controlling Excise staff to be as near the 
factories as possible. For this purpose, a dis¬ 
tinction could be made between office accom¬ 
modation and residential accommodation, In 
the matter of office accommodation, if no suit¬ 
able building is available in proximity to the 
bigger units falling within the jurisdiction of 
the Range, there is no objection to one of the 
factory units providing the necessary accom¬ 
modation for the Range or the sector office 
concerned by arrangement with the Depart¬ 
ment for payment of due rent. In the matter 
of residential accommodation, in metropolitan 
areas such as Bombay, Calcutta, Madras, Ahme- 
dabad, Kanpur, etc., having regard to the high 
rent prevailing in these areas, the Government 
should Lake steps to hire' buildings and rent 
them out at the standard or the pool rent to 
the Central Excise staff, unless of course. Gov¬ 
ernment buildings are available for occupation. 
Where Government buildings are available, 
the Director of Estates may be requested to re¬ 
serve a pool for the Central Excise staff, so 
that no difficulty may be experienced by them in 
regard to residential accommodation. Where 
the factories are situated in remote areas, such 
as in Assam, and no building is available for 
residential accommodation, apart from those 
owned by the factory owner, there should be 
no objection for the Central Excise staff being 
housed in accommodation hired from the fac¬ 
tory. In other places, if the Central Excise staff 
ate not able to hire or rent residential accom¬ 
modation readily and at reasonable rents, there 
should be no objection to Government hiring 
the accommodation from the factories them¬ 
selves if such residential accommodation, al¬ 
ready constructed by them for their officers and 
workers, is available. 

36. While the Superintendent would be res¬ 
ponsible to the Administration for the. overall 
functioning of the Range as such, the jurisdic¬ 
tion of the Range should be demarcated into 
sectors, each sector being placed directly under 
an Inspector who will be responsible for effec¬ 
tive administration of allunits falling within 
the sector. As already stated the principal aim 
underlying the constitution of Ranges should 
be to make them compact and self-contained 
units in which the Range Superintendent and 
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the sector officers can operate conveniently from 
the same office, and are easily accessible to the 
industry. In some areas, which do not have 
the requisite concentration of Excise work, as 
for example, those which involve administra¬ 
tion of tobacco and coffee excises, or which 
include a large number of small tea estates, a 
sector office may have to he located at a diffe¬ 
rent point. Such isolated sectors should never¬ 
theless form part of a parent Range, the sector 
officers being responsible to the Superintendent 
concerned. 

37. We have referred in an earlier Chapter 
to the circumstances leading to the present 
practice whereby all offences arising within the 
jurisdictional competence of a Superintendent 
are adjudicated not by the Superintendent of 
the Range concerned but by the Superintendent 
(Technical) attached to the Divisional office. 
This practice does not appear to us to be 
conducive to effective administration. We 
recommend that powers of adjudication should 
be exercised bv the jurisdictional Superinten¬ 
dent 


38. In addition to adjudication as such there 
are several functions performed in a Range, 
including inspection of producing units, receipt 
and despatch of references etc., for which cleri¬ 
cal assistance is necessary. Wc recommend that 
this may be provided in the form of a Clerk 
cum Typist. It is not, however, our intention 
to saddle the Range with other administrative 
and housekeeping functions, like maintenance 
of service records, preparation and drawal of 
bills and compilation or tabulation of statisti¬ 
cal returns. These functions should continue 
to be performed in the Divisional Office. We 
would however urge that a small permanent 
imprest may be given to the Range for petty 
contingent expenditure. 

39. In the preceding paragraphs we have 
dealt with the reorganisation of field forma¬ 
tions in relation to their basic functions connec¬ 
ted with levy and collection of duty. These 
formations also perform certain allied func¬ 
tions of which the principal ones are “Preven¬ 
tive” and “Audit”. We deal with them in 
the succeeding Chapters. 



CHAPTER 11 


PREVENTIVE ORGANISATION 


In the early stages of the functioning of the 
Central Excise Department, i.e. prior to the 
imposition of excise duty on unmanufactured 
tobacco, a Superintendent at the Collectorate 
headquarters with a complement of eight to 
ten Inspectors and Sub-Inspectors constituted 
what was called the Intelligence Wing of the 
Collectorate. The principal task assigned to this 
force was to collect intelligence about the 
smuggling activities of manufacturers of excisa¬ 
ble goods. The commodities covered by excise 
then were motor spirit, kerosene, sugar, steel 
ingots, matches, mechanical lighters and tyres. 
With the extension of duty in 1944, to un¬ 
manufactured tobacco, which was subject to an 
entirely new pattern of control, and in which 
points of tax collection were dispersed all over 
the country, it was felt that the scope and 
functioning of the Intelligence Wing needed to 
be enlarged. In this context it became necessary 
to undertake a continuous study of the grow¬ 
ing, curing, movement and marketing of tobacco 
and to exercise preventive checks on consign¬ 
ments in transit. The Intelligence Wing was 
later converted into a Preventive and Intelli¬ 
gence organisation. The intelligence functions 
of the new organisation came to include col¬ 
lation and interpretation of statistical data, be¬ 
sides collection of information concerning smug¬ 
gling. 

2, The strength of the Preventive and Intelli¬ 
gence organisation differed from Collectorate to 
Collectorate. In the Northern India Collecto- 
rate, each Division had a Superintendent with 
an Inspector working in each Circle, whereas 
in Bombay, there was an Assistant Collector 
(Preventive) with two Superintendents, each 
having a number of Inspectors under him. The 
Preventive and Intelligence staff acted inde¬ 
pendently of the local staff, reporting directly 
to the Superintendent or Assistant Collector 
(Preventive). 

‘5. In 1949, the range jurisdictions were re¬ 
defined on the basis of a new schedule of work 
units in which time was also allowed for pre¬ 
ventive checks, which thus became the respon¬ 
sibility of the Range Officer himself. Preventive 
and Intelligence work in Circles and Divisions 
was entrusted to Officers who were given the 
designation of Preventive Intelligence Officers. 
The staff posted to a Circle consisted generally 
of two Inspectors who were also employed for 
conducting special and important investigations 
including checking of railway documents, octroi 
records etc. Similarly a Deputy Superintendent 
and a number of Inspectors were assigned to 
each Division. These Officers functioned under 
the direct administrative control of the Circle 
or Divisional Officer concerned, though they 


were required to submit certain periodical re¬ 
turns (known as Intelligence Returns) to the 
Collectorate headquarters. Each major Collec¬ 
torate had two Superintendents, designated as 
Superintendent (Intelligence) and Superinten¬ 
dent (Preventive). The former was responsible 
mainly for the compilation of statistical returns 
and interpretation of statistics, while the latter, 
who had a staff of one or two Deputy Super¬ 
intendents and six to eight Inspectors, was 
concerned mainly with prevention and detection 
of offences. In smaller Collectorates, only one 
Superintendent was provided and he looked 
after both Intelligence and Preventive Work. 

4. Though the Preventive Intelligence Offi¬ 
cers posted in Circles and Divisions worked un¬ 
der the administrative control of the Circle or 
the Divisional Officer concerned and the staff 
provided at the headquarters of the Collector 
was responsible to Superintendent (Preventive) 
or Superintendent (Intelligence), it was laid 
down that the responsibility for coordination 
of all preventive activity within the Division 
would lie with the Divisional Officer and that, 
similarly, the Collector would be responsible 
for the formulation of policy relating to pre¬ 
ventive work in the whole Collectorate. 

.5. On the scope and technique of preventive 
intelligence work, the instructions issued by the 
Department stipulated as follows:— 

“Preventive Intelligence Officers should 
not be employed solely on routine checks 
which rightly fall within the sphere of the 
range staff. The Preventive Officers must 
endeavour to develop a sound intelligence 
system which is the very basis of fruitful 
preventive work. The Officers will serve as 
mobile field units for collection of intelli¬ 
gence and for procuring information 
through reliable informers. While every 
Range Officer is a Preventive Officer in his 
jurisdiction for the purpose of all pre¬ 
ventive checks, the Preventive Officers at¬ 
tached to the Circle and Divisional organi¬ 
sations are intended for collection of in¬ 
telligence and to do preventive work against 
organised smuggling etc. They will submit 
copies of all secret information, intelligence 
reports, seizure reports and returns in the 
manner prescribed.” 

fj. On selection of Preventive Intelligence 
Officers, the instructions required that “the na¬ 
tural aptitude for detection, the knack for col¬ 
lecting intelligence, and the integrity and ini¬ 
tiative of the officers, should be carefully exa¬ 
mined in making the selections”. 
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7. With extension of the tariff to more and 
more lhanufactured products and with the en- 
trustment of the administration of Gold Con¬ 
trol to the Excise Department, the scope and 
functioning of the Preventive and Intelligence 
organisation expanded. When a large number 
of Circles were abolished or integrated with 
Divisional offices, the Preventive Intelligence 
Officers assigned to them also came to form a 
part of the Divisional set-up. The strength and 
composition of preventive intelligence parties 
differed from Collector ate to Collectorate but 
the normal complement before the introduction 
of SRP was three Superintendents at the Col¬ 
lectorate headquarters, one each for Intelli 
gence. Gold Control and Customs, and Central 
Excise. Each of the three Superintendents was 
assisted by five or six Inspectors. The organisa¬ 
tion in each Division consisted oF a Superinten¬ 
dent and a number of Inspectors and was res¬ 
ponsible for all types of preventive activity in 
the Division including Gold Control, goods noti¬ 
fied under the Customs Act and other anti¬ 
smuggling operations. In certain Collectorates, 
where the nature and extent of clandestine ope¬ 
rations relating to gold warranted special atten¬ 
tion, all work connected with the administer 
tion of Gold Control was centralised under a 
Deputy Collector (Gold). 

8. Broadly speaking, the preventive functions 
performed by the Central Excise Department 
include prevention and detection of offences 
under (i) Central Excise law viz., the Central 
Excises and Salt Act, 1944, and the rules framed 
thereunder, (ii) Customs Act, 1962, so far as 
offences under that Act pertain lo (a) Land 
Customs which is administered entirely by the 
Central Excise Department or to (b) areas 
which fall outside the jurisdiction assigned to 
the Customs Department in respect of majot 
sea ports and air ports, and (iii) Gold Control 
Act, 1969. In so far as detection of offences un¬ 
der the Customs law is concerned, in metropo 
litan areas like Bombay, Calcutta and Madras, 
the Customs and Central Excise Departments 
exercise concurrent jurisdiction. Normally all 
preventive work coming within the ambit of 
Central Excise is the responsibility of the 
jurisdictional Collector and through him of the 
Assistant Collectors concerned. In certain areas, 
however, where the preventive work involved is 
so heavy as to justify it, Preventive Collectorates 
have been created exclusively for the purpose of 
tackling preventive work. Two instances in point 
are Bombay and Patna. The preventive Col¬ 
lectorate in Bombay is designed to undertake 
all preventive activity in relation to Sea Cus¬ 
toms in the jurisdiction of Greater Bombay and 
retrain coastal areas extending bevond that juris¬ 
diction. The Patna preventive Collectorate is 
responsible for anti-smuggling operations on the 
Indo-Nepal border. 

9. With the introduction of SRP it was felt 
that “under the new procedure, the existing 
preventive set up will need to be improved both 
qualitatively and quantitatively”. 
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10. We find that though SRP was introduced 
in 1968 and applied to 59 commodities (out of 
73 then under Excise) and extended to the 
remaining commodities, except unmanufactured 
tobacco, in 1969, the preventive organisation 
of the Department remained unchanged until 
1971. It appears that, about this time, the 
total strength of preventive staff in the Collec¬ 
torates was as follows:—- 


Assistant Collectors 

4 

Superintendents, Cass I 

7 

Superintendents, Class II 

... 126 

Inspectors 

... 1169 

Sub-Inspectors 

... 41.3 

Sepoys 

... 495 


11. The Directorate of Inspection (Customs 
and Excise) was asked to review the Preventive 
organisation in the light of SRP. In January, 
1971, it made certain proposals which envisag¬ 
ed, inter alia, the creation of the following 


additional posts: 

Assistant Collectors ... 10 

Superintendents, Class I ... 21 

Superintendents, Class II ... 317 

Inspectors ... 1188 


It was recommended that the 413 posts of Suh 
Inspectors which formed part of the preventive 
force should be upgraded to those of Inspectors 
and offset against the additional strength of 
1188 Inspectors recommended for that cadre. 
The proposals were pruned first in the Board’s 
office and later in the Department of Expendi¬ 
ture and in July, 1971, the following additional 
staff was sanctioned for preventive work: 

Assistant Collectors ... 7 

Superintendents, Class I ... — 

Superintendents, Class II ... 135 

Inspectors ... 540 

12. Some time later, in recognition of the 
need for strengthening the preventive arrange- 
menls in the match manufacturing areas, addi¬ 
tional preventive staff was also sanctioned for 
Madras, Madurai, Cochin, Hyderabad and Gun¬ 
tur Collectorates. 

13. In so far as qualitative improvements in 
the Preventive organisation are concerned, the 
instructions issued by the Department reiterated 
that personnel for preventive work should be 
very carefully selected. 1 1 'was emphasised that 
preventive checks would now call for much 
greater emphasis than had been placed on them 
under the earlier procedure, but it was en¬ 
joined at the same time that “it must be con¬ 
stantly ensured that preventive staff does not 
lsecome a source of harassment to the assessees”. 
In the reorganisation proposals made by the 
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Directorate of Inspection in January, 1971, it 
was recommended, inter alia, that: 

(i) in addition to providing adequate start 
at the Divisional and Collectorate head¬ 
quarters, arrangements should also he 
made for local preventive units to watch 
day to day activities of the trade and to 
exercise checks over goods in transit in 
addition to collecting local intelligence, 
such preventive units being located at 
the headquarters of various range forma¬ 
tions, and in other sensitive areas, like 
industrial centres, traffic bottlenecks, and 
concentration of match and tea facto¬ 
ries; 

(ii) statistical work and ad hoc inquiries 
should be separated from the preventive; 

(iii) preventive work in Collectorates like 
Bombay, where the industries arc con¬ 
centrated at the Collectorate headquarters 
itself, should be centralised by withdraw¬ 
ing all preventive staff sanctioned 
for the Divisions to the Collectorate pre¬ 
ventive force, the same principle being- 
followed in other Collectorates in respect 
of Divisions located at the Collectorate 
headquarters; 

(iv) except for local preventive units which 
should comprise an Inspector and a Se¬ 
poy, a preventive party should consist 
of one Superintendent and 3 Inspectors; 

(v) separate staff should be provided in each 
Division and Collectorate for attending 
to statistical returns, intelligence and ad 
hoc inquiries as also for investigation and 
prosecution work; and 

(vi) adequate clerical assistance should be pro 
videcl for both preventive and Statistical 
branches. 

14. In Volume I of our Report on the pro¬ 
blem of evasion of Excise duty has been con¬ 
sidered in some detail. The relevant recom¬ 
mendations are designed to deal with those 
features of the structure of tariff (including ex¬ 
emptions) and of the framework of administra¬ 
tion which in our view tend to facilitate eva¬ 
sion. Indeed, the System of Selective Control 
should help to bring about a considerable re 
duction in evasion bv introducing a more ra¬ 
tional distribution of trained manpower cor 
responding to the revenue significance of diffe¬ 
rent categories of units. But that would not 
make it any the less necessary to build in, as 
part of the total scheme, an adequate and effi¬ 
cient Preventive and* Intelligence Organisation. 
Such an organisation would continue to be a 
matter of paramount importance in the admi¬ 
nistration of Excise levies. 

15. It may be said that, on the whole, the 
substantial strengthening v )f the Preventive 


organisation which followed in the wake of SRP 
resulted in a quantitative increase in the cases 
detected. But many of these were either techni¬ 
cal or trivial. The main reason for this, in 
our view', is that, like SRP itself, Prevention 
has tended to be routine and non-selective. We 
would emphasise that Selective Control implies, 
among other things. Selective Prevention, that 
is to sav. Prevention directed in particular to 
those points where it is most needed and where, 
in terms of revenue, its efforts w r ould be most 
rewarding. 

16. We have, in an earlier Chapter, recom¬ 
mended the establishment of a Directorate of 
Intelligence and Investigation at the Centre to 
collate information regarding evasion and other 
malpractices and to investigate cases with all- 
India ramifications or large revenue implica¬ 
tions. The organisation will also be responsible 
for formulation of policies regarding both in¬ 
telligence and investigation and issue of guide¬ 
lines for implementation of those policies at 
different levels. At the same time, the Collec- 
lorate and other field preventive formations 
would need restructuring and reorientation to 
make them more effective. 

17. Some deficiencies in the present preventive 
set up relate to:— 

(i) insufficient incentives to attract person¬ 
nel of the requisite calibre for this ardu¬ 
ous and hazardous work; 

(ii) inadequate attention to selection of the 
right type of personnel; 

(iii) want of proper training; 

(iv) paucity of funds for intelligence w r ork; 

l(v) lack of elementary facilities like vehi¬ 
cles, telephones, fire-arms etc; and 

(vi) meagre provision for rewards in com¬ 
parison with Customs or Narcotics. 

We suggest improvements in these basic res- 
pects. Concurrently certain organisational chan¬ 
ges are necessary. 

IS. We consider that the Preventive Organi¬ 
sation of the Department ought to take into 
account the relative needs of the different pat¬ 
terns of Selective Control as well as the existing 
complexion of smuggling and other offences 
under Customs and Gold Control laws. In res¬ 
pect o( ABC units, for example, preventive acti- 
vitics should be designed and guided by those 
who are familiar with sophisticated accounts, 
subtleties of classification and the ways of some 
of the larger enterprises. In dealing with PBC 
units, some knowledge of the techniques of pro¬ 
duction and of the implications of the tariff 
would be an indispensable qualification on the 
part of the preventive staff. The requirements 
for Simplified Procedure and CBC are some¬ 
what different, and preventive activity here 



239 


would largely lake ihe shape of physical checks 
designed to intercept the main avenues of eva¬ 
sion. Having regard to the fact that Collecto- 
rates and within them, the Divisions, will have 
different combination's of producing units sub¬ 
ject to different patterns of control, the strength 
and quality of preventive personnel needed will 
have to be assessed separately, for each forma¬ 
tion. The requirements of preventive staff for 
Customs and Gold Control work would also 
depend on several factors including the nature 
and extent of smuggling in different areas, and 
the deployment of preventive staff for this pur¬ 
pose would have to be planned on that basis. 

19. For the Preventive organisation other 
than the Directorate of Intelligence and Investi¬ 
gation, we propose a three-tier structure. This 
will not be a hierarchial set up in the sense of 
each lower tier being subordinate to the one 
above it. Recognising three levels—viz. Range, 
Division and Collectorate at which preventive 
activity needs to be organised, this merely means 
that a preventive force is provided for each 
of these field organisations and that the force 
so provided will be competent to act either in¬ 
dependently or in collaboration with one or 
both of the preventive forces operating at the 
other levels. 

20. In view of the fact that evasion of duly 
under Central Excise is centred primarily in the 
activities of the producer, we consider that in¬ 
telligence and preventive activity in the Depart¬ 
ment should begin at the organisational level 
closest to the producer. In a majority of cases 
information about the activities of a producing 
unit emanates from within the unit itself. Since 

i his information is more readily available to 
lire local officers arid ran be worked more use¬ 
fully and without avoidable loss of time at the 
Range level, we consider that, in addition to 
its usual complement of Inspectors a normal 
Range formation should have an Inspector 
I’&I (Preventive and Intelligence) attached to it, 
whose principal function should Ire to gather 
intelligence regarding evasion or other mal¬ 
practices by setting up informers; making dis¬ 
creet inquiries about the activities of producing 
units located in the jurisdiction of the Range; 
keeping surveillance and conducting in-transit 
checks and checks of railway, octroi and trans¬ 
port companies’ records; under the direct and 
active guidance of the Superintendent. There 
would have to be proper liaison between this 
unit and the Preventive organisation provided 
as the second tier. 

21. The second tier of the Preventive organi¬ 
sation should be at the Divisional level. The 
preventive force at this level may continue to 
be headed as at present by a Superintendent 
assisted by art appropriate number of Inspectors 
depending upon the nature of preventive work 
involved and the scope for preventive activity. 
This force will function independently of the 
Range Preventive. It will have a limited super¬ 


visory role in that it will oversee the preven¬ 
tive activity in the entire jurisdiction of the 
Division. It may in appropriate contexts dupli¬ 
cate the checks performed by Preventive and 
Intelligence Inspectors functioning at the pri¬ 
mary level. The staff posted in - this organisa¬ 
tion will accordingly have adequate striking ca¬ 
pacity as well as its own sources of information. 
It will be answerable to the Divisional Officer. 
Where information intended to be developed or 
pursued has emanated from the Range, or where 
ihe assistance of the local staff can be utilised 
without jeopardising the chances of preventive 
activity, the Divisional staff will act in colla¬ 
boration with the local officers. We consider 
that at this level the force should function as 
a composite unit responsible for all preventive 
and intelligence work in the Division, including 
Customs, Gold Control and Central Excise. It 
will receive the closest attention from the Assis 
tant Collector and maintain liaison with the 
preventive organisation operating at the third 
iicr which is the Collectorate. 

22. At the Collectorate level, separate parties 
should be constituted for preventive activity 
under Customs, Cold Control and Central Ex¬ 
cise, each operating under a Superintendent. All 
these parties should, however, function under 
the administrative control of an Assistant Collec¬ 
tor (or a Deputy Collector wherever needed). 
Necessary coordination between the function¬ 
ing of different parties constituting the third 
tier of the preventive organisation, and between 
the functioning of the preventive parties cons¬ 
tituting the two tiers already discursed, would 
be provided at this level by the Assistant Collec¬ 
tor or the Deputy Collector concerned. These 
parties would have jurisdiction over the whole 
Collectorate and be capable of acting indepen¬ 
dently of the divisional or the Range staff, if 
necessary, or in collaboration with them, where 
appropriate. 

23. Where a number of Ranges are located 
at the divisional headquarters itself or where 
a number of Divisions are located at the Col¬ 
lectorate headquarters, the present practice is 
that the staff intended for preventive work is 
centralised in a common pool operating from 
the divisional or the collectorate level. While 
we appreciate that this arrangement may have 
some advantages, we consider that these are 
outweighed by the need whicli we believe ex¬ 
ists for each Range and each Division being 
equipped with a preventive force of its own 
as part of a co-ordinated three-tier structure 
lor the Collectorate as a whole. We are of the 
view that no exception need be made in this 
respect merely because the Range is situated at 
the headquarters of the Division or the Division 
at the headquarters of the Collectorate. 

24. We consider that ordinarily a preventive 
party should consist of a Superintendent with 
not less than three or four Inspectors and a 
small complement of Class IV staff. While octroi 
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and other barriers should receive adequate at¬ 
tention for checking consignments in transit, 
greater emphasis should, in our view, be laid 
on mobile preventive parties operating at odd 
hours in areas close to the producing units. 
For this purpose, the mobile parties should 
be adequately equipped. Each preventive party 
should have a vehicle at its disposal and also 
the equipment necessary for setting up road 
blocks and exercising adequate surveillance. 
Preventive parties should also be issued fire¬ 
arms (pistols or revolvers) in limited numbers. 
The parties at Collectorate headquarters should 
also have walkie-talkie sets through which they 
can communicate with the control room of the 
Collectorate headquarters. 

25. "fhe important role played by informers 
and officers in combating the evils .of evasion, 
the extent and gravity of which has been dis¬ 
cussed in detail in Chapter 10 of Volume I of 
our Report, cannot be overstated. It is in this 
connection that the question relating to policy 
of rewards arises. 

20. In considering the subject of rewards, it 
is essential to take into account— 

(a) the criteria adopted for payment of to¬ 
wards to informers and officers; 

(b) delegation or cntrusiment of powers to 
the various officers of the Department 
for payment of rewards; and 

(c) the time and manner of pit)mem ot re 
wards. 

27. As regards the criteria for payment of 
towards, both to informers and officers, the 
present instructions, in so far as Central Excise 
cases are concerned, make a distinction bet¬ 
ween cases in which (i) goods arc seized and 
confiscated; (ii) no goods as such arc seized but 
in which demands for duty are raised; and (iii) 
only penalties have been realised departrnen- 
tally. In respect of (i) and (iii), the amount of 
the reward which can he sanctioned is restricted 
to half the sunt realised by way of fine in 
lieu ol confiscation of goods and or penalty. In 
respect of (ii), the amount of reward payable 
is 10% of the amount of duty collected as 
such. The Collectors may sanction rewards upto 
the maximum limit laid down above or Rs. 
2,500, whichever is less, in any one case or group 
of cases detected together. The above limits arc 
again subject to certain conditions and res¬ 
trictions. 

28. In so far as departmental officers are 
concerned, the broad principles which govern 
payment of rewards in Central Excise- cases 
are that— 

(i) rewards are granted wholly at the discre¬ 
tion of Government as a token of their 
appreciation in cases calling for a mea¬ 
sure of industry and investigation much 


beyond what is expected of an officer in 
lire regular performance of his allotted 
duties; 

(ii) gazetted officers of the Department arc 
not entitled to rewards except in very 
exceptional cases of meritorious work, 
where rewards can be sanctioned by the 
board after examining each case indi¬ 
vidually on the basis of Collectors’ recom¬ 
mendations; and 

(iii) the total amount of reward sanctioned 
in a case should not ordinarily exceed 
10% of the value of the confiscated goods 
plus the penalty or fine realised, or three 
months’ salary whichever is less. 

2D. As regards delegation of powers, the ope¬ 
rative limit of Rs. 2500 in the case of Col¬ 
lectors of Central Excise, as already pointed 
out, is subject to certain restrictions. The ma¬ 
ximum is not admissible where, for example, 
10%, of the duly collected or 50% of the line 
in lieu of confiscation and/or penalty, or three 
months’ salary, in the case of a Government 
servant, is less than Rs. 2,500.00. The corres¬ 
ponding limits of powers of Deputy Collectors 
and Assisi ant Collectors arc only Rs. 250.00 and 
Rs. 100.00 respectively. 

30. inslriK lions also provide that advance 
tvwaids may be paid by Collectors to informers, 
immediately on seizure of goods, upto Rs. 
250.00 or one fourth of the expected final re¬ 
ward, whichever is less. Subject to the same 
resit id inn. Deputy Collectors and Assistant Col¬ 
lectors posted outside the Collectorate head¬ 
quarters are competent to sanction advance re¬ 
wards to informers upto Rs. 150.00 and Rs. 
100.00 respectively. 

31. ll is provided that as a general working 
rule, no advance reward should be paid to 
departmental officers. This instruction seems to 
have been issued as a sequel to the observations 
of a High Court that “it might not be advisable 
to distribute rewards to persons who are likely 
to he witnesses in a pending prosecution case 
for the obvious reason that the testimony of 
such witnesses is likely tit be attacked and look¬ 
ed at with much suspicion and that in such 
situations, the Court could be justified in seek¬ 
ing independent corroboration.’’ 

32. ll has Ix'cn put to us that the instruc- 
Iions which we have explained at some length 
in the foregoing paragraphs are unduly restric¬ 
tive in their application to Central Excise 
cases. It is pointed out that in Customs cases, 
there is no absolute monetary limit on the 
powers of a Collector to sanction payment of 
reward to an informer at a rate upto Rs. 20.00 
per tola in the case of gold bullion or 10% of 
the estimated market price in India of confis¬ 
cated goods at the time of seizure. The Addi¬ 
tional Collector or Deputy Collector looking 
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after the preventive work in the Collectorate/ 
Custom House is also competent to sanction 
reward upto Rs. 5000.00 in a case, both to the 
informer and the officers. Where there is no 
Additional Collector or Deputy Collector at¬ 
tending to preventive work, the Assistant Col¬ 
lector looking after the preventive work for the 
whole Collectorate/Cuslom House is competent 
to sanction reward upto Rs. 2000.00 in a case 
for the informer and the staff. In the matter 


(i) Class II gazetted officers Rs. 2500.00 

(ii) Preventive officers. Ins¬ 
pectors of Central excise 
of officers of equivalent 
status . . . Rs. 1500.00 

(ill) Sub-Inspectors Woman 
Searchers and other 


In the context "of rewards payable to 
Government servants, another interesting dis¬ 
tinction has also been brought to our notice, f or 
rewards in Customs cases the instructions pro¬ 
vide that “if in any case reward in excess of 
the above amount is considered necessary, the 
Collector should make the recommendation to 
the Government giving justification therefor. 
They arc however authorised to sanction re¬ 
wards upto the limits prescribed above; and for 
the additional amounts they should make a 
reference to the Government.” On the Excise 
side, on the other hand, the instructions sti¬ 
pulate that if it is proposed to pay any indi¬ 
vidual Government servant reward exceeding 
his three months’ pay, the entire reward pro¬ 
posal will he submitted to the Board. Thus in 
a Customs case, a Class II gazetted officer can 
get a reward upto Rs. 2500.00 from the Col¬ 
lector, but where the detection relates to Cen¬ 
tral Excise he is not entitled to any reward 
except in very exceptional circumstances of me¬ 
ritorious work, for which the competent autho¬ 
rity is the Board. It will be observed that bet¬ 
ween the two wings under the same Board, 
there is a differential treatment in the matter 
of payment of rewards, both to informers and 
officers. 

34. As regards other Tax Departments, such 
as Income Tax and Sales Tax, the following 
considerations determine the payment of re¬ 
ward : 

(i) the extent of help rendered by the in¬ 
former in the shape of evidence, docu¬ 
ments, etc; 

(ii) the risk, trouble and expense incurred by 
the informer and difficulty in securing the 
information; and 

(iii) quantum of extra tax involved. The 
reward payable by I he Income Tax De¬ 
partment ranges between 7-1 and 10% of 
the extra tax realised which is attribu¬ 
table to the information supplied or as- 


°f payment of rewards to Government servants 
also, instructions obtaining on the Customs side 
■ue more liberal inasmuch as Collectors are em¬ 
powered to sanction rewards in a case to a 
Government employees, including Class II gazet¬ 
ted officers, upto the following monetary limits 
subject to the overall ceiling of Rs. 20.00 per 
tola in the case ot gold bullion or 10% of the 
estimated market price in the case of other 
goods: 

Class III staff excluding 


drivers 

Rs. 

1000.00 

(iv) Drivers 

Rs. 

750.00 

(v) Sepoys and other Class 



IV staff . . 

Rs. 

500.00 


sistaucc rendered by the informer. In the 
Sales lax Department also somewhat 
similar titles are provided. 

35. We leel there is considerable scope for 
improvement in the present position regarding 
payment of rewards in Central Excise cases. 
Glider the earlier system of Physical Control, 
it was neither important nor necessary to evolve 
elaborate preventive arrangements for manufac¬ 
tured excisable goods or for that matter an 
elaborate code for payment of rewards. Though 
the position drastically changed with the intro¬ 
duction of SRP. the rules or instructions for 
payment of rewards have remained substantially 
unaltered. We note that in 1070, a Sub-Com¬ 
mit tec of Collectors was appointed to examine 
the existing reward polity but it appears to 
have confined its deliberations to anti smuggling 
operations. Similarly the Customs Study Team 
made several recommendations regarding libe¬ 
ralisation of existing provisions relating to re¬ 
wards in Customs cases. We consider that the 
position on the Central Excise side needs also 
to be examined in depth. Wc should like, how¬ 
ever, to make a few general observations about 
the present instructions. 

•>b- It appears to us that the absolute limit 
of Rs. 2500.00 in respect of rewards which can 
he sanctioned in a Central Excise case by the 
Collector and which was fixed in 1963, is far 
too low in present day conditions. In fact we 
consider that, as in the case of Customs, there 
need be no ceiling at all. There exists, in our 
view, adequate justification for a substantial en¬ 
hancement of the existing powers vested in 
Collectors, Deputy Collectors and Assistant Col¬ 
lectors, on the Central Excise side, both in the 
matter of final and interim rewards. We con¬ 
sider that the procedure prescribed for, and 
the powers delegated to. Customs Officers of 
equivalent rank should apply mutatis mutandis 
to Central Excise Officers also. Lastly, we do 
not consider there is adequate justification for 
laying down, as do the instructions now in 
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force, that Deputy Collectors and Assistant Col¬ 
lectors posted at the Collector ate headquarters 
cannot sanction any advance rewards at all. 

37. Payment of reward should not merely 
depend upon the duty, line of penally realised 
but should also take into consideration such 
factors as (a) the nature of the offence detected, 
(b) the extent of pievention of further mischief 
by reason of the Department having acted on 
the information, and (c) the additional revenue 
gained or extent of loss prevented by taking 
action as at (b) above. 

38. The quantum and scale of rewards pay¬ 
able to Government servants arc, in our view, 
adequate. We however see no reason why, in 
Central Excise cases, rewards should be denied 
to Class 11 gazetted officers, unless the Board 
decides on a reward in an exceptional case. 
Adequate discretion in this behalt should vest 
in Collectors and other senior officers. We should 
like to add that, where the part played by a 
Government servant in the matter of prevention 
and detection of evasion merits special recogni¬ 
tion, this can, in appropriate contexts, be ac¬ 
corded in different ways (and not necessarily 
or only by rewards), such as granting additional 
increments in pay, making special entries in the 
confidential record, awarding accelerated pro¬ 
motion or granting medals and ccrtilicaies in 
appreciation of the work done. We find that 
some instructions on these lines already obtain, 
but in practice they are seldom invoked. Wc 
recommend that they should be made use of 
more freely for all classes of officers, more par¬ 
ticularly those who are not entitled to rewards. 

31k As regards the time and manner of pay¬ 
ment both for the informers and the officeis, 
an incentive to sustain their interest in render¬ 
ing service to the Department should be pro¬ 
vided by: (i) immediate payment of 50% of the 
expected final reward; (ii) ordering an addi¬ 
tional interim reward if the case is subject to 
long and protracted legal proceedings; and 
(iii) giving payment of the final reward imme¬ 
diately on the completion of the legal (depart¬ 
mental) or judicial (court) proceedings. 

•10. Connected with the problem of enhance¬ 
ment of the amounts payable as reward and 
delegation of powers in relation thereto is the 
total budgetary allotment for this purpose. Wc 
recommend that this should be substantially 


increased. Similarly allocation of funds for sec¬ 
ret service expenditure should be suitably in¬ 
creased and officers encouraged to establish a 
proper system whereby informers arc recruited 
and nursed. 

41. In our view, intelligence and preventive 
work is a specialised function which requires 
not only aptitude for the work but also appro¬ 
priate training. These aspects do not appear to 
have received adequate attention so far. Pre¬ 
ventive Officers belong to the general cadres and 
are interchangeable with their counterparts in 
the held. They are not entitled to any special 
pay or allowances for the hazardous nature of 
duties performed by them, nor are we aware of 
any training programmes specially designed for 
them. Wc understand that sometime ago the 
Administration had set up a number of train¬ 
ing centres in different Collcctorates at which 
training was imparted in anti smuggling work 
mostly connected with Customs; but several of 
these centres are reported to have been wound 
up. 

42. Wc consider that officers required for 
preventive and intelligence functions should be 
specially selected, after taking into account their 
aptitude, past performance in detection of 
oilenccs, and other relevant factors. For this 
purpose suitable standards for selection may be 
evolved and a special agency set up for selec¬ 
tion. We do not recommend their being consti¬ 
tuted into a separate cadre. We are at the same 
time of the view that an appropriate scale of 
special pays should be designed for preventive 
officers. 

15. We are in agreement with the view ex- 
ptessed by the Directorate of Inspection that 
separate staff should be provided in each Di¬ 
vision and Golleclorate for attending to statis¬ 
tical returns and for undertaking prosecutions. 
We do not, however, approve of intelligence 
functions being entrusted to this staff. Intelli¬ 
gence is essentially collection of Information 
about unlawful activities and this should form 
on • of the principal functions of a Preventive 
Officer. 

11. In our view it is of the greatest importance 
that arrangements should be made to impart 
adequate training to preventive officers at diffe¬ 
rent levels. We deal with this in the Chapter on 
“Recruitment, Training and other issues”. 



CHAPTER 12 


AUDIT 


In Central Excise, the term ‘Audit’ has been 
used differently in different contexts. There 
is first of all the statutory audit i.e. audit of 
Central Excise receipts and refunds by the 
-Comptroller and Auditor General which stands 
on a different footing from the rest. This may 
be said to be that section of audit which ful¬ 
fils the constitutional responsibilities vested in 
Parliament. Apart from this, the term ‘Audit’ 
has been used to connote (1) inspection of re¬ 
cords of revenue-collecting offices with refer¬ 
ence to the revenue collected and also (2) ex¬ 
amination of accounts and documents of manu¬ 
facturing units with reference to their excise 
liability. Quite often these two are so inter¬ 
linked that it is not possible to treat one as 
separate from the other. In practice, a broad 
distinction is maintained between administra¬ 
tive inspection and audit. The former is carri¬ 
ed out by supervisory officers who inspect Cen¬ 
tral Excise formations below them for the 
purpose of ascertaining generally whether the 
formation is working with the requisite effici¬ 
ency and whether revenue is being assessed and 
collected properly. Though inspection of pro¬ 
ducing units falling within the jurisdiction of 
the formation concerned may be included in 
administrative inspections, the emphasis is 
more on the general performance of the mach 
inery of collection than on the detailed scru¬ 
tiny or examination of accounts with reference 
to the documents relating to the liabilities for 
duty and the payment thereof. Such scrutiny, 
as distinguished from inspection, is termed 
audit. In so far as this audit is carried out by 
departmental officers in respect of receipts of 
revenue belonging to the Central Excise De¬ 
partment and refunds flowing out of that re¬ 
venue, it has come to be known as “Internal 
Audit”, though it is not internal to the accounts 
of the paying units. 

2. A scheme for internal audit of revenue re¬ 
ceipts in the Central Excise Department was 
formulated in 1950. The objectives of the 
scheme were to provide for a check over assess¬ 
ments by a body of auditors in addition to, 
and independent of, the checks prescribed for 
officers administering the excise and to find out 
errors and defects in procedure or other seri¬ 
ous irregularities which could lead to leakage 


of revenue. The scheme was introduced on an 
experimental basis in Calcutta, Bombay, 
Madras and Allahabad Collectorates. It was 
clarified that the scheme would not divest the 
field officers of their primary executive respon¬ 
sibility of ensuring that no leakage of revenue 
occurred, but was intended to introduce an in¬ 
dependent check. 

3. Initially, internal audit was entrusted to 
roving parties consisting of a senior Auditor of 
the grade of Head Clerk, assisted by two junior 
Auditors of the grade of Upper Division Clerk. 
An officer of the grade of Superintendent of 
Central Excise, designated as the Examiner of 
Central Excise Accounts, supervised the work¬ 
ing of one to three such parties. Also, the 
scope of internal audit was confined to tobacco, 
tea, sugar and matches; and audit was carried 
out mostly in the offices of various formations 
with reference to the documents collected and 
maintained by them. It was laid down that 
all MORs and Circle officers in a Collectorate 
should be audited once in two years and all 
Isolated Ranges and Divisional offices once in 
three years. The technique followed by audit 
was to cross-check the relevant documents ac¬ 
cording to a fixed pattern and on a predeter¬ 
mined scale. Thus, in the case of removal ap¬ 
plications in form A.R.l, 2% of the documents 
issued since the last audit were selected at ran¬ 
dom and checked with the Record of Assess¬ 
ments and Realisations, Account Current, Duty 
Tariff and the Price list duly approved bv the 
Divisional Officer. Eater, the scheme was ex¬ 
tended to other Collectorates, besides Calcutta, 
Bombay, Madras and Allahabad. It was also 
extended to Land Customs receipts. Moreover, 
several other commodities were brought within 
the ambit of the scheme of internal audit. 

4. Subsequently the Audit Type of Control 
was introduced in respect of certain specified 
commodities such as Iron and Steel, Cement 
and Eyres. It was some time thereafter, in 1963, 
that Regional Audit Parties were constituted. 
They functioned under the administrative con¬ 
trol of the Collectors concerned, but it was pro¬ 
vided that the “staff attached to the Director¬ 
ate of Inspection may be instructed to look into 
the working of Audit Type of Control and 
the Regional Audit Parties and to bring to the 
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neticc of the Board any deficiencies in the 
auditing of the duty payments by the licensed 
units concerned.” 


5. In 1966, the strength and disposition of 
the Audit Organisation in the Central Excise 
Department was as follows: — 


Collectorate 

,_a_ 

Number 
of audit 
parties 

Assistant 

Collector 

Superin¬ 

tendent 

Class III 

Inspector 

Head 

Clerk 

UDC 

LDC 

Steno- 

typist 


Senior 

Grade 

Ordinary 

Grade 



Allahabad 

2 


1 



2 

4 


1 . 

Kanpur 

1 


1 



1 

2 

1 

1 

Delhi 

9 


1 

, , 

,, 

2 

4 


1 

Calcutta & Orissa 

2-1-2* 

1 

1 

2 

6 

2 

2 + 2* 

2 + 3* 

2 

West Bengal 

1 


1 



i 

2 


1 

Shillong 

2 


1 



2 

4 


1 

Patna 

2 


1 



2 

4 


1 

Nagpur 

1 f2* 

1 

1 

2 

4 

1 

2 + 2* 

3* 

2 

Bombay 

4+2* 

1 

2 

9 

4 

4 

8 

3* 

9 

Baroda 

4 


2 



1 

8 

2 

i 

Poona 

2 


1 

, . 


2 

3 

i 

i 

Madras 

3+2* 

1 

1 

2 

6 

3 

5 

i 

2 

Cochin 










Hyderabad 

3 


1 



3 

fi 


1 

Mysore 

1 


1 



1 

2 


1 

Total 

38 

4 

16 

8 

20 

27 

60 

16 

18 


6. About this time, i.e. in 1966, the Board 
felt the need to reorganise and strengthen the 
existing Audit control in the various Collect- 
torates and took die following decisions: 

(i) The internal and regional audit parties 
should be merged into a single organisational 
unit, placed under the administrative control 
of an Assistant Collector of Central Excise 
known as Assistant Collector (Audit). 


(iii) Effective audit of various units and the 
headquarters office should be the personal res¬ 
ponsibility of the Collector. It was pointed 
out that it had come to the notice of the 
Board that because of lack of adequate interest 
at the Collector’s level, the usefulness of audit 
as an effective instrument to cure deficiencies, 
defects and ensure the smooth running of the 
Cullectorate had been defeated. 


7. In pursuance of these decisions the strength 
of audit parties in various Collectorates was 
suitably augmented, the total staff proposed 
compared with the total staff provided earlier 
being as under:_ 

Strength before Strength proposed 

8-12-1966 under orders 

issued on 8-12-1966 


(i) 

Number of parties ..... 

38 

04 

(ii) 

Assistant Collectors ..... 

4 

15 

(iiil 

Superintendents ...... 

Class II 

16 

17 

Civ) 

Inspectors ....... 

(Senior Grade) 

8 

37 

(v) 

Inspectors . . . . . . - 

(Ordinary Grade) 

20 

51 

(vi) 

Head Clerks ...... 

27 

27 

(vii) 

Upper Division Clerks ..... 

60 

61 

(viii) 

Lower Division Clerks ..... 

16 

16 

(ix) 

Steno-typists ... 

18 

19 


(ii) In addition to the existing ministerial 
audit parties, separate audit parties consisting 
exclusively of senior grade and ordinary grade 
Inspectors should be organised in each Collet: - 
torate. Audit parties could also consist of both 
executive and ministerial staff. 
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8. In effect, the reorganisation indicated 
above attempted to augment the audit organisa¬ 
tion of the Department which until then was 
largely ministerial in character, by induction 
of executive personnel in the grade of Inspectors, 
in addition, of course, to providing an Assistant 
Collector (Audit) in each Gollectornte. Later, 

(i) Assistant Collectors ..... 


(ii) Superintendents or Examiners of Accounts 

(iii) Deputy Superintendents .... 

(iv) Inspectors ....... 

(v) Sub-Inspectors ...... 

(vi) Deputy Office Superintendents 

(vii) Head Clerks . 

(viii) Upper Division Clerks ..... 

(ix) Lower Division Clerks ..... 

(x) Steno-typists ...... 

9. With the introduction of SRI’, no change 
was made in the Internal Audit Organisation 
of the Department. 'The scope of its functions 
in the context of SRI' was. however, explained 
through departmental instructions which react 
as under: 

Internal Audit Parties 

The Internal Audit Parties at Collectorate 
Headquarters will he retained without any 
change. Their main duties will now be the 
following:— 

(i) Audit of factories and ranges under 
physical control system: 

(ii) deleted; 

(iii) dealing with major defects arising out 
of the reports as brought to the notice of the 
Collector bv the Divisional Officers in pursu¬ 
ance of para Hi of this Chapter. If after go¬ 
ing through these reports sent to him by 
Divisional Officer, the Collector is satisfied 
that detailed inspection of any unit is neces¬ 
sary and some important issues require fur¬ 
ther probe, he may direct the internal audit 
patties to make a full inspection of the 
units. The Collector may also direct the 
Internal Audit Parties to test audit the ac¬ 
counts of the units yielding high revenue or 
having a complicated excise tariff. It is not 
necessary to fix any test percentage of checks 
or frequency of visits by the Internal Audit 
Parties. The revenue checks by Internal 
audit should he so designed and exercised in 
such a manner as to cause minimum incon¬ 
venience to the trade and industry. Units 
inspected bv the Internal Audit Party should 
not ordinarily he taken bv the Inspection 
group in that half year. The Collector may 
allot to the Internal Audit Parties any 
33—8 DCSI/CE/74 


Deputy Office Superintendents also came to he 
employed for audit and some additions in 
staff were made in consequence of the creation 
of more Gollectorates. According to the in¬ 
formation received by the Committee from 
Collectors the strength of the Audit Organisa¬ 
tion, as on "0-9-1971 was as under: 

18 (Goa and Madurai did 

not have Assistant 
Collector (Audit)). 

.37 

.2 

.131 

.1 

. 2 ") 

.15 

.91 

.23 

. 22 

other work relating to audit of accounts and/ 
or of records etc. of any factories of Central 
Excise formations; 

(iv) looking into the reports of concurrent 
Audit parties of Accountant General. 

Any rigid percentage check of frequency of visits 
by Internal Audit Parties of the Assistant Col¬ 
lector (Audit) to units covered by Self Removal 
Procedure, is really not necessary. The internal 
audit will, from the scrutiny and follow up of 
Inspection Reports, be able to determine the 
adequacy of the Inspection done by the Inspec¬ 
tion Group and where they find that an im¬ 
portant issue has not been gone into adequa¬ 
tely, they should he left free to make a full ins¬ 
pection as a test audit; every such Inspection 
(Test audit), should, however, have the prior 
approval of the Collector. The revenue checks 
by internal audit should be so designed and ex¬ 
ercised in such a manner so as to cause mini¬ 
mum inconvenience to the trade and industry.” 

10. The Internal Audit Organisation of the 
Department is manned by personnel drawn 
from the ministerial and executive cadres. In 
the ministerial cadre direct recruitment takes 
place only at the level of Lower Division 
Clerks for whom the job requirements cover 
routine duties of diary, despatch and typing 
for which the educational qualification of mat¬ 
riculation is considered adequate. After about 
seven years of service they are promoted as 
Upper Division Clerks and employed in vari¬ 
ous jobs which may he administrative or techni¬ 
cal in character. Upper Division Clerks are 
eligible for posting in audit parties but since 
such posting entitles them to a special pay 
of Rs. 25.00 per mensem, their appointment in 
the audit organisation is regulated entirely by 
seniority and not by selection. In so far as 
the executive cadre is concerned, direct 








246 


recruitment lakes place at the level ol Inspectors. 
1 he bulk of Inspectors in the Department were 
recruited at a time when the number of excises 
was much fewer ami the emphasis was more 
on physical control than on checks related to 
accounts. While it is true that inspectors and 
sonic Upper Division Clerks do acquire a cer¬ 
tain degree of expertise and familiarity with 
methods of production and accounting in the 
course, of their dav to dav working, neverthc 
less thev do not have a basic accounts hack 
ground. Apart from such training in accounts 
etc. which a fraction of the executive staff te- 
reived as a part of the general training in the 
Central or Regional Institutes, there are no 
training schemes as such designed for audit 
stall. It has been specilicallv brought to our 
notice that in the present scheme of things, on 
account of the various deficiencies of internal 
audit, statutory audit is obliged to perform 
several functions which legitimately pertain to 
Internal Audit. There is also a good deal of 
overlapping between audit on the one side and 
inspection on the other. 

II. Having regard to the facts discussed in 
the preceding paragraphs, it appeals to us that 
the audit organisation ol the Department is 
struc turally inadequate and, in a huge measure, 
functionally ineffective. At the field level the 
work of auditing the accounts of producing 
units is performed l>\ Inspection Groups which 
combine several other functions, including phy¬ 
sical checks and those which constitute what 
might more accurately be described inspection 
rather than audit. These Inspection Groups 
operate from the divisional level and are ex¬ 
pected to audit the accounts of each producing 
factory once in six months. There mo several 
audit functions which are performed In the 
Chief \ccounts Officer and his stall, particu¬ 
larly in relation to Personal Ledger Accounts 
and reconciliation of revenue receipts. The 
Directorate of Inspection (Customs and Cen 
rial Excise! also carries out some audit fuuc 
lions through its regional offices. The inade¬ 
quacies of the present structure were com 
men ted upon bv the Central Excise; Reorgatii 
sation Committee. (1!M>‘1) which recommended, 
inter alia, that “the top echelon at the level of 
the Chief (antral Excise Revenue Authority 
should include a Directorate of Audit to keep 
under constant review detailed schemes of audit 
as need arises, and to sec that accounting and 
audit of revenue in Collect orates is elleclitvo. 
expeditious and thorough''. We are wholly in 
agreement with this view. 

12. For a large and growing organisation like 
the Central Excise which currently yields a 
revenue of more than Rs. 3000 c tores per an 
mini and deals with thousands of duiv paving 
units, it is of (he utmost importance that the 
machinery of audit: should he so designed as 
to play an effective role in the matter of both 
collection and propei accounting of revenue. 
For this purpose, what we have in mind is 


an organisation which is (i) adequately stalled: 
(ii) manned by personnel which is technically 
qualified or trained: and (iii) as far as possible 
independent of the executive whose perfor¬ 
mance it is supposed to audit. We have already 
proposed that Inspection Croups which are per¬ 
forming functions connected with both audit 
and assessment should he disbanded and the 
functions performed by them appropriately al- 
located elsewere. We now recommend that 
the audit function preformed bv these groups 
cItl he transferred to a proper Audit Or¬ 
ganisation. We are also of the view that audit 
should constitute a separate Division within 
the Department. It should lie manned In 
officers who in the performance of their audit 
functions are independent of the executive and 
who are not normally interchangeable with 
diners of equivalent or corresponding status 
outside the \udit Division. Further, it would 
he in the fitness of things if the present ac¬ 
counts set-up of the Department headed by 
the ( hied Accounts Officer is also merged with 
Audit in a common organisation which may he 
called the Internal Audit and Accounts Divi¬ 
sion of ihe Department. 

la. The salient features of the scheme we 
have in mind for constituting a separate Audit 
and Accounts Division in the Department, are 
spelt out in the; succeeding paragraphs. 

M. As already stated the new organisation 
should comprise both the present ‘Internal 
\udit' and 'Accounts' wings of the Central Ex¬ 
cise Department. 

la. The constituent Accounts Wing of the 
new oiganisation should continue to function 
as at present, with the same hierarchical set-up 
manned entirelv bv ministerial officers in dilf- 
cueiit grades, munch. Lower Division Clerks. 
Upper Division Clerks, Head Clerks, and de¬ 
puty Office Superintendents in Class HI and 
Assistant Chief Accounts Officers in Class II. For 
i he Chief Accounts (Miner we visualise 
Class [ status as later discussed. The seniority 
and promotion of Class IH ministerial officers 
including those posted in the Accounts Wing, 
would continue to he subject to the same prin¬ 
ciples as at present and regulated on a Collec¬ 
tor;! to basis. On piomcition to the level of As¬ 
sistant Chief \ecounts Officer, the incumbents 
should he borne on the common ( lass II cadre 
ol the Internal Audit and Accounts Division of 
the Department which will consist of Assist¬ 
ant Chief Accounts Officers in the Accounts 
Wing and Examiners of Accounts in the Audit 
Wing. I he seniority of this c adre should he 
regulated on a zonal basis. 

16. The constituent Audit Wing of the new 
organisation should he restructured. In addi 
lion to its normal complement of lower Divi¬ 
sion Clerks required for tontine ministerial du 
ties, the hierarchical structure of this wing 
should consist of hive distinct grades of officers 
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who may be designated as Technical Assistant. 
Examiner of Accounts, Assistant Director. De¬ 
puty Director and Director. We consider that 
die posts of Technical Assistants (which will 
be in Class 111) should carrv the pas scale ol 
Rs. 550-1)00 recommended In the Ray Commis¬ 
sion for Technical Assistants in some other de¬ 
partments. For appointments to this grade, offi¬ 
cers of comparable grades in the executive and 
ministerial wings of the service, namely. Ins¬ 
pectors front the executive side and Head Cletks 
and Deputy Office Superintendents from the 
ministerial side, should he eligible. Their selec¬ 
tion should be based on their performance in 
the past, aptitude and llait for audit and a 
written departmental examination, if necessary. 
I eeh it it al Assistants being an entirely new 
grade would constitute a distinct cadre of their 
own within the Audit and Accounts Division. 

I heir senioritv and postings would he regulat¬ 
ed on a zonal basis. Thcv would be eligible 
loi promotion as Examiner o( Accounts which 
would be a Class II appointment, though I'm 
initial appointments to that guide, we envisage 
selection from (1) existing Superintendents ol 
Cent ral Excise, Assistant Chid Act omits Offi¬ 
cers, Examiners of Accounts and Administra 
tivc Officers who may op'i for the new Audit 
and Accounts organisation. (2) senior grade Ins 
peclors, and (•?) Office Superintendents. E.xami 
net of Accounts would lie home, as ahcacK 
stated, on the combined (lass 11 cache of the 
new organisation. In principle. Assistant Cbiel 
.Accounts Officers and Examiners ol Accounts 
should he interchangeable but having regard to 
the need for building up proper expertise in 
the two spheres of accounts and audit we would 
recommend that as far as possible, they should 
remain posted in their respective Wings. 

17. In the ( lass 1 cache ol the new organisa 
lion the posts we contemplate are Chief Acc¬ 
ounts Officer in the Accounts Wing and Vssis 
lain. Director. Depute Directors and Director in 
the Audit: Wing. The Assistant Directors will 
be Class 1 officers corresponding in status to 
Superintendent ol Central T.xcise Class I oi 
Assistant Collectors. The Deputy Directors 
would correspond to Depute Collectors while 
the Director would be equivalent in status and 
responsibility to other Direetois in the Depait 
mciil. We consider that, all these posts, though 
borne technically on the strength of the new 
organisation, should belong to the integrated 
Indian Customs and Centtal T.xcise Service: 
that is to sae, appointments to these posts 
should he made, in common with other Class 
I posts in the Department, on the basis of di 
reel recruitment and promotion of Class II 
officers. For purposes of promotion, ( lass 11 
cadre in the new organisation consisting of As¬ 
sistant Chief Accounts Officers and Examiners of 
Accounts would be eligible for consideration 
along with other Class II officers in the De¬ 
partment. We should, however, like: to make 
one reservation here, which is that on their 
promotion to Class 1. Examiners of Accounts 
and Assistant Chief Accounts Officers should be 


accommodated, as far as possible, within 
Audit and Accounts Division as Chief Accou 
Officers or Assistant Directors. Where, he 
cvei. this cannot he helped, they would be - 
titled to bo posted to highet appointments 
the general stream. 

IS. We have referred earlier to the grievati 
lelating to the status and pay of the Chief / 
counts Officer. The Pav Commission has nut 
ceitain recommendations which we understai 
arc under the consideration of Govern met 
The Central Excise Root gait isation Connnith 
(l%3) recommended that “there should be 
proper recognition ol tile Chief Accounts Of 
ter being also de facto Financial Adviser I 
the Collet tot and the Officer should be give 
tiie status and pav appropriate to these furr 
lions and to his responsibility which seem t 
us to he comparable to those of a Jim 
or Accountant General”. Since then the hint 
lions and responsibilities of Chief Account 
Officer have increased. We also note that tlr 
incumbents of this post are in many cases offi 
ccrs who have pul in not less than 20 to 2: 
years of service. Having regard to these fact: 
we (on.sidei that the post of Chief Account- 
Officers should be formally designated as ;. 
('lass 1 posi. This would be in keeping with 
the pay scale of Rs. 700-1300 recommended fot 
it by the l’av Commission. We also consider 
that a certain number of these posts should be 
placed in the senior Class I scale of Rs. 1100- 
lfiOO or. failing that, a suitable special pay 
be attached to them. These posts can be as 
signed to important Collcclorates including 
those which have departmental treasuries. 

if). We consider that the above scheme would 
'achieve the objectives of (i) revitalising audit, 
liii streamlining the accounts organisation and 
(in) improving all round the career prospects of 
the personnel concerned, particularly those in 
the ministerial cadres. In formulating this 
scheme we have given due weight, to the argu¬ 
ment tha! audit functions, related as they arc 
to the examination of documents and accounts, 
are largely ministerial in character. At the 
same time, we consider that in the Central Ex¬ 
cise Department, in which tcchnicjues of pro¬ 
duction have an important hearing on points 
of revenue, the executive element should be 
dulv represented in the machinery of audit. 


20. [lit- recjiiiremems of audit in each Col- 
lvciorat.es should be assessed on the basis of the 
com posit ion of dulv paying units under diff¬ 
erent patterns of control and audit parties con¬ 
stituted on that basis. So far as ARC units 
are concerned, we have set out our recommen¬ 
dations regarding Audit in Chapter 9 where 
we have also pointed out that the Audit orga¬ 
nisation should be linked at the centre to a 
bureau of Audit beaded by a Director of 
Audit. For audit of PBG units each paitv 
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should consist of two Technical Assistants head¬ 
ed by a Class II Supervisory officer. This or¬ 
ganisation will audit all PBC units in the Coi- 
lectorate, in addition to such CBG units as are 
specifically assigned to them. At the Collcctot- 
ate level the audit organisation will be control! 
cd by one or more Assistant Directors of Audit 
depending upon the quantum of work involv¬ 
ed and the number of audit parties. 

21. Statutory audit and internal audit hare 
distinct responsibilities of their own and have 
well-defined individual roles to perform. In a 
sense, however, their roles are complementary. 
Statutory audit, at the same time, is concerned 
with their relevant revenue-collecting aspects 
of the Department as a whole. Earlier, a re¬ 
ference has been made to the fact that statutory 
audit has had often to perform functions 
which legitimately pertain to internal audit be¬ 
cause the latter is deficient in many respects. 
Our recommendations aim at removing these 
defects which mostly arise from inadequate 


structure and organisation. We trust that the 
new General Audit and Accounts Division of 
the Department will be able to fulfil its assign¬ 
ed role in all particulars thus affording con¬ 
siderable relief to statutory audit. 

22. Internal Audit and the Department 
generally, should of course co-operate and co¬ 
ordinate to the tidiest extent with statutory 
audit. We arc advised that instructions al¬ 
ready exist that Range Superintendents should 
depute an Inspector erf Central Excise for ac¬ 
companying the statutory Audit Parties to fac¬ 
tories wherever so requested to assist them in 
conducting audit. All assistance required by 
statutory audit in the matter of procurement 
of records and other documents should be aff¬ 
orded by the Range staff and other depart¬ 
mental authorities including officers of the In¬ 
ternal Audit and Accounts Division. Existing 
instructions may be re-emphasised, and if neces¬ 
sary, new directions issued, to this effect. 



CHAPTER 13 


MACHINERY OF ADJUDICATION 


In Excise parlance the term ‘adjudication* 
has a limited connotation in that it generally 
applies to the original or lirsl decision taken 
by an officer in relation to an offence under the 
Central Excise Rules. In this sense, the order of 
adjudication mat involve one or more of the 
following, viz. (i) confiscation of goods, where 
such goods are liable to confiscation; (ii) levy 
of duty where it has been evaded or short le¬ 
vied; and (iii) imposition of a penalty for the 
contravention adjudged to have been commit¬ 
ted. It is of course open to the adjudicating 
authority in considering the facts of the case 
to come to the conclusion that no offence has 
been committed and to drop the adjudication 
proceedings. Apart from adjudications in the 
sense mentioned above, there are several mat¬ 


delegation should provide limits of value upto 
which, in terms of the goods involved, differ¬ 
ent adjudicating authorities can take up a 
case. Once this is dear, the powers that can be 
exercised by different classes of officers can be 
defined in terms of confiscation of goods and 
imposition of penalties. Where the value of 
goods which can be confiscated is found on ex¬ 
amination of the case by the appropriate 
autiuii ity (in terms of the delimitation based 
on value of goods involved) to be in excess of 
the limit upto which he can confiscate the 
goods, or if he considers that the case warrants 
die imposition of a penalty higher than the 
one he is competent to impose, he should be 
able to send die case to the higher authority 
concerned. In this sense the delimitation of 


ters such as those relating to classification and 
valuation or condonation of losses, which have 
to be adjudged by competent authority. Like 
adjudications, orders passed in all such matters 
arc quasi-judicial in character and are subject 
to the same procedure of appeal, revisions and 
review. In this Chapter on the ‘Machinery 
of Adjudication’, we deal with all quasi-judi 
< ial decisions taken at different levels, includ¬ 
ing decisions passed in proceedings of appeal 
revision and review. 

2. In Chapter (i, we have described the exist¬ 
ing provisions relating to adjudications. In so 
far as offences arc concerned, powers of adjudi¬ 
cation have been conferred on or delegated to 
four classes of officers, viz. Superintendents, As¬ 
sistant Collectors, Deputy Collectors and Collec¬ 
tors, whose jurisdiction is determined with re¬ 
ference to the value of goods which can lie con 
fiscated and limits upto which penalties can lie 
imposed. Thus an Assistant Collector of Cen¬ 
tral Excise can order confiscation of goods up 
to Rs. 5,000 in value and impose a penalty upto 
Rs. 250.00. The corresponding limits are lower 
in the case of Superintendents and higher in 
the case of Deputy Collectors. Collectors can ad 
judge confiscation and impose penalties without 
limit. 

3. We consider the above structure of dele¬ 
gation of powers to be inherently defective in¬ 
asmuch as the jurisdiction of officers is refitted 
not to the priina facie nature of the offence 
but to the degree of the punishment which 
might eventually be imposed. A view regard¬ 
ing confiscation of goods or imposition of pen¬ 
alty or both can emerge only after an autho¬ 
rity has processed the case; but, before this is 
done, it ought to be clear as to who should 
take up the case and apply his mind to it. 
Accordingly, the proper thing in our view 
would be to frame the delegation of powers in 
terms of the goods involved as distinguished 
from goods which can be confiscated, i.e. the 


powers would cover three distinct items; 
namely, (i) tlie value of goods involved, as a 
criterion for judging which authority can deal 
with the case, (ii) the maximum limit in terms 
of value upto which goods can he confiscated 
by such authority, and (iii) the limit upto which 
it can impose a penalty. The revision of tire 
existing structure on the lines indicated above 
is all tine more necessary because in SRP the 
question of goods being seized arises only in 
a minimum number of cases. Accordingly, a 
view has prevailed that since there are no 
goods to be confiscated, it is open even to the 
lowest officer to deal with any tase of evasion 
of duty. This view has in turn resulted in a 
very unsatisfactory situation, namely, that of 
a number of such cases being disposed of by 
authorities at the lowest level by the imposition 
of what amounts to nominal penalties. 


4. In the same context, the question arises 
whether it should also be open to an authority 
to remit the case to a lower authority if it finds 
that on the basis of the value of goods which 
can be confiscated or the penalty warranted by 
the facts ol the case, such lower authority 
would be competent to adjudge the case. We 
consider that, since powers in respect of both 
confiscation and penalty are related to the maxi¬ 
mum limits upto which an authority can go, 
and it is open at each level to impose a lower 
penalty and confiscate goods of a lower value 
than the maximum laid down, it should not 
normally be necessary in such circumstances to 
transfer the case to a lower authority. We do. 
however, realise that there may be situations 
in which offences which are essentially trivial 
in character are categorised as falling within 
(he jurisdiction of higher authorities on the 
basis of the value of goods involved, and deal¬ 
ing with such offences might entail avoidable 
expenditure of time and effort on the part of 
such authorities as well as inconvenience to 
the assessees. In all such cases it should be 
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possible ten the authority concerned to exei 
cise appropriate discretion subject to such guide 
lines 01 safeguards as the Administration might 
pivscribe, it should be possible tor legal pro 
visions relating to delegation of powers to be so 
worded as to take cate ol these contingencies, 
in the general context of delegation of powers 
based on the value of goods involved it would 
be mrcss.il \ to deline dearly what is meant by 
goods involved and also the manner in which 
tlicit value should be determined. 

5. We believe that the delimitation ol powers 
m terms of the iecommendations mack in the 
preceding paragtapbs would cover the bulk 
of offence eases atisiug in the day to clay ad¬ 
ministration ol Central Excise. There are. how¬ 
ever, bound to be cases in which no goods as 
such arc involved as for example those con¬ 
cerning failure err repeated failure of assessees 
to submit the returns in time or those imolv 
im> falsilication or mutilation of records, of 
which some may be trivial and others serious. 
I'leseptU. all such cases are examined in the 


Inst instance by the Superintendent concerned. 
Wheat lie feels that a particular case would 
justilv a penalty higher than he is competent 
to impose, he can pass on the case to the higher 
officer concerned. In our view it would be 
desirable in this connection to evolve an adnti- 
uisdaiive arrangement bv which such cases can 
be suitable allocated, for example, it can be 
laid down that copies of proceedings drawn up 
are endorsed to the jurisdictional Assistant Col¬ 
lector who can scrutinise the (acts and then 
take a decision about the authority which 
should adjudicate the case. 

(i. We note that the present delegation ol 
powers in respect of confiscation of goods and 
imposition of penalties dates back to 1967, i.e. 
to a point of time before the introduction of 
SRI’. In mu view, powers of adjudication 
should take into account the current, level of 
prices and the: need for greater deterrence. 
I laving regard to these two factors, we con¬ 
sider that the following delegation of powers 
would be more appropriate: 


lioflccdoc- . 

Deputy Uoilcclor 

Assistant Collector 

Superintendent 


\ jlue of goods 
involved 


Without limit 

C|)i<> Re 7.1,000 
in value 

CjiHi Rs 1.1.1)00 
ill value 

t_ [Jto 1C. i’.'iOO 
in value 


(ioi discut ion of 
goods 


Imposition of pe¬ 
nalty 


Without limit 

Upio Rs. 100,000 
in v alue 

Upto Rs, 2O,U0U 

in v .due 

Upto Rs. 3,000 


Without limit 
L’ptoRs 2,000 

Upto Rs. 1,000 

Upto Rs. 300 


We are recommending a higher monetary 
ceiling in respect of conliscation of goods, on 
ihe assumption that goods involved would be 
excisable goods while goods liable to conlisca- 
iion would include othet categories such as le¬ 
thal on account of their value, conveyance*, 
that on account ol their value, conveyances 
should be excluded lor the purpose of deter 
mining delegation of powers relating to con 
fiscal ion of goods. Rower to confiscate conve¬ 
yances should in out view be exercised by the- 
same officer who is competent to adjudge tin- 
case on the basis of the* criteria laid down. 


7. Though the Central Excises and Salt Act 
provides that “where by (lie tides made nuclei 
this Act. anything is liable to confiscation or 
anv person liable to a penally, such cnnhsca 
lion or penalty may be adjudged (a) without 

limit, bv a Collector of Central Excise,..’, 

in actual fact the powers of a Collector in the 
mallet of imposition ol penalties are restricted 
1 iv the provisions of the relevant penal tides. 
The position under these is that, ordinarily, 
the maximum penalty which can be imposed 
bv the Collector is two thousand rupees An 
exception to this is provided by Rule 175 Q 
which was introduced in the wake ol >5R1 . 
Under this rule the Collector can impost- a 
penalty upto Rs. 5.000 ' or (if this exceeds five 


thousand rupees) upto three times the value of 
the excisable goods involved. Some of the re¬ 
levant titles, contravention of which attracts a 
pcnaltv of not more than two thousand rupees 
ire Rule 9 relating to removal of excisable 
goods from the place of production or their 
deposit in a place other than the place of slot 
age approved by the Collector; Rules 14-A and 
M l) concerning failure to furnish proof of ex¬ 
port within the prescribed period or removal 
lot export: of excisable goods, on which the 
duty leviable exceeds the amount of the bond 
executed: Rule 57 relating to unauthorised 
alterations and additions etc. lo building, ves¬ 
sels, pipes etc.: Rules 92-E, 96-M, 96-S. 96ZZZ 
and others providing for penalties for misclec- 
filiation bv manufacturers working under com¬ 
pounded lew schemes: and Rule 151 concern¬ 
ing ollences in respect of warehousing, ill cer¬ 
tain rules, like Rules 52-A, 198. 227, 229 etc. 
the maximum penalty provided is one thous¬ 
and rupees. These provisions appear to have 
remained unchanged for the last thirty years, 
l ot the reasons we have advanced in favour of 
enhancement of the powers of different officers 
we recommend that the present limits of maxi¬ 
mum penalty ptovided for contravention of 
Central Excise Rules should be increased to 
five thousand rupees. 
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8. In so far as condonations of losses in 
storage and n.insit or losses discovered at the 
time of stock taking are concerned, the dele¬ 
gation of powers is expressed either in terms of 
absolute monetary limits (based on duty in 
voiced on the stock found to be deficient) or 


as percentages of the goods involved, which 
are different for different commodities. Powers 
of different officers foi condonation of storage 
and transit losses for commodities other than 
coffee and mineral oils are as under:- 


Officer competent to condone/ Limits in terms of duty involved in the stock found to be deficient 

adjudicate in storage or transit as the case may be lor the purpose of REMARKS 



(Condonation 

Demand of duty 

Imposition of penalty 

I nspector .... 
Deputy Superintendent 

. Upto Rs. 100 
. Upto Rs. ?5ft 


Not empowered to 

adjudicate losses i.e. 
to demand duty or 
impose penalty. 

Superintendent 

Assistant. Collector 

Upto Rs. 500 

Upto Rs. 10OO 

Upto Rs. :r>o 

Upto Rs. 2000 

Upto Rs. 100 

Upto Rs. 2">0 

Deputy Collector 

Upto Rs. 100(10 

Upto Rs. 5000 

Upto Rs. 750 

Collector .... 

Without limit 

Full, statutory limit 

Upto Rs. 2000 


It is observed that the powers to impose pen¬ 
alties in respec t of losses cot respond to the 
powers vested in difieient officers in the matter 
of adjudication of offences. These limits should 
he enhanced to the levels recommended hv us. 
Tot condonation as such and demand of duty, 
it wotdd he appropriate, in our view, to double 
the present limits. Tot coffee, in addition to 
the percentage limits upto which transit, stor¬ 
age and processing losses may he condoned, 
monetary limits which are related presumably 
to the amount of duty involved have also been 
prescribed. The same is true of mineral oils, 
fn respect of stock-taking losses, the percentage 
rule normally applies. We suggest that powers 
related to monetary limits wherever preserved 
may be reviewed in the limit of increases in 
price levels and suitably enhanced if necessary 
Inc identally we also observe that there is a ple¬ 
thora of instructions issued at different times 
on the subject of condonation of losses, remis¬ 
sion of dirts leviable on goods not dulv account 
ed for, forfeiture of sec urities etc. etc. These 
can with advantage be consolidated and publi¬ 
shed as self-contained handout which can Ire up 
dated from time to time. 

fl. On powers relating to approval of dassi 
fication and price lists, we have expressed our 
views in an earlier Chapter. 

10. fn the context of appellate jurisdiction 
generally and with particular reference to classi¬ 
fication and valuation disputes, we had occa¬ 
sion. in Volume I. to draw attention to the view 
held In the industrs that “the transfer of the 
appellate jurisdiction from Collectors to ap 
peltate Collectors has led to several undesir¬ 
able consequences, not the least important of 
which art: (T) delays. (2) lack of adequate ap¬ 
preciation of local practices and problems !i\ 
the Appellate Collector whose jurisdiction ex 
lends to several Collect orates, and (.") the in¬ 
convenience and expense which the industry 
has to go through to pursue the cases at the 
headquarters of the Appellate Collector”. On 


the last (joint we commented else where in that 
Volume that “though the Appellate Collector 
is expected to. and does, proceed on c ircuit to 
different parts of his jurisdiction to hear ap¬ 
peals, the procedure itself is not the best: possi¬ 
ble from the point ol view of ensuring the 
h ast dc lav. inconvenience and expense to the as- 
sessee". It is true, moreover that there is a 
considerable body of opinion which holds that 
assessments are primarily an administrative 
function. different in character, for instance, 
from functions which involve the adjudication 
of an ollcncc and that to remote this function 
front the purview of the internal administra¬ 
tive mac hitlers of the Department and entrust 
it to another authority at a very early stage 
is likeh to create more problems than it sol¬ 
ves. While we appreciate the strength of some 
of these arguments, we arc of the view that 
considerations of objectivity and independence 
which are sought to lie achieved through the 
institution of Appellate Collectors outweigh 
such advantages as might he secured hv revett¬ 
ing to the earlier system of investing Deputy 
Collet ten s and Collec tors with appellate juris¬ 
diction albeit in the restricted sphere of classi¬ 
fication and valuation disputes. The institu¬ 
tion of Appellate Collectors c ame into existence 
in January. ]fl72. only and the time cannot he 
said to he ripe yet for an appraisal of its use¬ 
fulness. Moreover, the number of Appellate 
Collectors lias Ijcen raised some time ago to 
speed up the pace of disposal. We hold that the 
concept underlying the creation of the insti¬ 
tution of Appellate Collectors is basically sound 
and that the experiment should be given a fair 
trial. We are not impressed hv the argument 
that Appellate Collectors, being departmental 
officers subordinate to the Hoard, are reluctant 
to take an independent view of things and allow 
themselves to be influenced hv instructions 
issued hv the Board. Accordingly we do not 
see an\ merit in the suggestion that thev should 
come from and belong to a different cadre, 
preferably the judicial cadre. 
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11. For similar reasons, we see no reason to 
disturb the present arrangement of appeals 
against orders of the Collectors being decided 
by the Hoard i.c. Member (Appeals). 

12. We have given serious thought to the 
question of setting up a tribunal for dealing 
with revision applications. The principal ar¬ 
gument which seems to have weighed with the 
Taxation Enquiry Commission (1953-54) when 
it advised that “revision petitions against the 
orders of the Central Board of Revenue or the 
Collector of Customs should be disposed of by 
a tribunal....”, was that the Central Board of 
Revenue being an executive authority could 
hardly be expected to take so totally detached 
and objective a view as to ensure that not only 
was justice done to the appellant but it also 
clearly seems to he done. The Commission’s 
recommendation was not accepted by Govern¬ 
ment on the ground that a purely judicial au¬ 
thority would place undue emphasis on techni¬ 
cal breaches of procedure and might make effi¬ 
cient working of the Department difficult, par¬ 
ticularly when most of the Central Excise cases 
related to smuggling and breaches of rules and 
did not involve any major question of law. 
However, a procedural change was introduced 
in the system in 1957, in that revision petitions 
were entrusted to two officers (and not to a 
single officer as was the practice hitherto) one 
of them being the Chairman of the Central 
Board of Revenue and the other a Joint Secre¬ 
tary of the Ministrv of Law. The Estimates Com¬ 
mittee (1959-58) did not consider the new 
arrangement as satisfactory and recommended 
that the feasibility of setting up a separate 
Tribunal to deal with revision petitions inde¬ 
pendently of the Central Board of Revenue 
might Ire reconsidered. Later, the arrangement 
introduced in 1957 seems to have been discon¬ 
tinued and in course of time revision applica¬ 
tions came to be entrusted to Joint Secretaries 
in the Ministry of Finance in their separate or 
individual jurisdiction, or to the Finance sec¬ 
retary where the decision which was the subject 
matter of revision had been t;iken by the 
Board. Dealing with administrative decisions 
in general, the Law Commission (1959) made 
the following observations: — 

“(a) Tn the judicial and quasi-judicial deci¬ 
sions a„n appeal on facts should lie to an inde¬ 
pendent tribunal presided over bv a person 
qualified to he a Judge of a High Court. He 
may be assisted bv a person or persons with 
administrative or technical knowledge. The 
tribunal must' function with openness, fairness 
or impartiality as laid down by the Franks 
Committee. 

(h) In the case of judicial or quasi-judicial 
decisions, an appeal or a revision on a ques¬ 
tion of law should lie to the High Court. 
Special machinery can. if necessary. he 
provided to assist the High Court Judge. 
The suggestions made bv the Spens Commit¬ 
tee may be adopted in this connection”. 


13. As already stated, several other Commit¬ 
tees have generally endorsed the suggestion to 
set up an independent administrative tribu¬ 
nal in the Department, though there has been 
some difference of opinion in their recommen¬ 
dations on the precise scope of the Tribunal’s 
functioning. For example, the Taxation En¬ 
quiry Commission recommended that the Tri¬ 
bunal should he independent of the Ministry of 
Finance, while the Central Excise Reorganisa¬ 
tion Committee thought that “the Tribunal 
should not he subordinate to the Chief Excise 
Authority but there is no objection to its be¬ 
ing within the Ministry of Finance”. Again, 
while lire Law Commission seemed to hold the 
view (quoted above) that the Tribunal should 
be concerned with questions of fact and not 
with questions of Law, the Central Excise Re¬ 
organisation' Committee envisaged that the 
Tribunal “would go both into the facts of the 
case as well as points of law”. On the subject 
of the appropriate level at which tribunals 
should be inducted into the present machinery 
of adjudication, the consensus seems to have 
been that thev should come in only at the re¬ 
vision stage, though the Customs Study Team 
(1997) opined that the tribunals should also 
deal with appeals against the orders of the 
Collectors, in which case there would be no 
further revision against such orders. 

I I. We have examined the question of sett¬ 
ing up an independent tribunal as distinguished 
from the present arrangements. We believe that 
the overriding consideration is one of princi¬ 
ple. namely, the need to secure the demonstr¬ 
able independence and objectivity of the judi- 
c ia 1 process. J his is not to suggest that the 
detrimental machinery, as it now operates, is 
not impartial or independent. But, as stated 
bv the Taxation Enquiry Commission, what is 
important is that justice should not only be 
clone but also he seen dearly to have been 
clone. It is from this point of view that impro¬ 
vement is both possible and desirable in the 
present structure. We do not share the Ad¬ 
ministration’s fears communicated to the Esti¬ 
mates Committee that a purely judicial autho¬ 
rity would place undue emphasis on technical 
breaches of procedure and might make efficient 
wot king of the Department difficult, particu¬ 
larly when most of the Central Excise cases 
related to smuggling and breaches of rules 
and did not involve any major question of 
law. The Tribunal would be a high powered 
hodv inducted into the judicial process at the 
Iasi stage when onlv such cases would come 
into its purview as have already been looked 
into bv at least two authorities, namelv. the 
authority which originally decided the case 
■’which may include such senior officers as 
Depute Collector and Collector) and the 
authority which heard the appeal (the Appel¬ 
late Collector or the Board). We do not think 
that in a situation like this there would be any 
risk of tire efficient working of the Department 
being rendered difficult. Moreover, the juris¬ 
diction of High Courts and the Supreme Court 
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is in several cases invoked by the parties; and 
if this does not impede the working of the De¬ 
partment, there is no reason why it should be 
feared that the functioning of a Tribunal 
would. 

15. Accordingly it is our considered view 
that a Tribunal should be set up to deal with 
cases at the revision stage i.e. those in which 
orders-in-appeal have been passed by the Ap¬ 
pellate Collector or the Board. The Tribunal 
should be competent to look into questions 
both of law and of fact. Since it is important 
to ensure the independence of the Tribunal 
we consider that it should not be administra¬ 
tively attached either to the Central Board or 
to the Department of Revenue and Insurance. 
Preferably, it should be attached to the Minis¬ 
try of Law. 


decisions in appeal taken by the Board), we 
consider that the Tribunal should consist of a 
Chairman and a minimum of two Members. 
This number may be added to depending on 
the volume of work. The Chairman of the 
Tribunal, though he need not necessarily be 
drawn from the Judiciary, should have the 
status of a High Court Judge. Where serving 
officers of the Department are selected for ap¬ 
pointment as Members, it would be necessary 
to provide that after serving on the Tribunal 
they would not be eligible for reappointment 
to their parent service. 

17. The Tribunal may frame its own rules of 
procedure for transaction of business, includ¬ 
ing the constitution of benches. It would be 
necessary for Government to provide not only 
for the constitution of the Tribunal but for 
numerous other matters connected with its 


1G. In so far as the constitution of the Tri¬ 
bunal is concerned, in the light of statistics re¬ 
lating to Revision Applications given earlier in 
the Report and the fact that presently there 
are three whole-time Joint Secretaries employ¬ 
ed on this work (in addition to the Finance. 
Secretary, who devotes a part of his time to 
deal with revision applications pertaining to 


working, such as the scope of powers, nature 
and extent of jurisdiction, exercise of discre¬ 
tion, etc. 

18. As elsewhere stated, powers of review 
have recently been conferred by statute on the 
Central Board of Excise and Customs and the 
Central Government. The present position in 
regard .to these is as follows: — 


Nature of decision 

Officers competent to 

Reviewing authority 

Conditions to which 


take decisions men- 


review is subject. 


tinned in para 1 



1 

", ' J1 I ' 2 

3 

4 


(11 All original decision, (i.e. decision? other than thqjje 
pine! on appeal under sec. 351 


1. Superintendent 

2. Assistant Collector 

3. Deputy Collector 

4. Collector 


Central Board of Ex¬ 
cise and Customs. 


No decision or 
order shall be 
varied so as to 
prejudicially 
alTcct any per¬ 
son unless such 
person is given 
a reasonable op¬ 
portunity of 
making a re¬ 


presentation and, 
ir he so de¬ 
sires, of being 
heard in his 
defence. 


(2) All decisions pasted o i appeal or review 


1. Appellate Collec- Central Government 2. No proceedings 


tor 

2. Central Board of 
Excise & Cus¬ 
toms 


shall be com¬ 
menced in res¬ 
pect of any de¬ 
cision or order 
after the expi¬ 
ration of a period 
of one year 
from the date 
of such de¬ 
cision or order. 


We consider that, having regard to the increas¬ 
ing complexities of the tariff and the possibi¬ 
lities of erroneous decisions, the scope of exist¬ 
ing powers should be suitably extended. We 
have no intention, however, of suggesting, as 
was done by the Central Excise Reorganisa¬ 
tion Committee, that any officer senior in rank 
34—8 DCSI/CE/74 


to an adjudicating officer should have the right 
of review as a matter of course together with 
the power to revise the initial order. Our re¬ 
commendations regarding decisions falling in 
category (1) above are that so far as such deci¬ 
sions are taken by a Superintendent, Collectors 
should have the necessary powers of review. 
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For decisions taken by Assistant Collectors and 
Deputy Collectors, the Zonal Commissioner 
concerned should be the competent reviewing 
authority, while for decisions taken by Collec¬ 
tors, the Board should continue to perform this 
function. So far as decisions falling in cate¬ 
gory (2) are concerned, we would recommend 
that, when the proposed Tribunal is set up in 
the Department, the Government should con¬ 


sider the feasibility of replacing the present re¬ 
view procedure by suitable provisions enabl¬ 
ing the Government (in addition to the asses- 
see) to go in revision to the Tribunal. This in 
our view would be more equitable than a 
machinery which provides for one mode of re* 
dressal for Government and another for the 
assessce. 



SECTION IV 

PERSONNEL : SHORT TERM AND LONG TERM ASPI 


255—256 



CHAPTER ]4 
RE-DEPLOYMENT 


in the preceding Section we have indicated 
me broad structural changes we consider neces¬ 
sary at different levels oi the existing organi¬ 
sation. 

2. At several places in the Report we have 
had occasion to refer to the ad hoc manner in 
which the present organisation has grown on 
the basis of the heterogeneous demands made 
on it from time to time by widening tariff, alter¬ 
ing procedure and increasing involvement in 
new functions such as Gold Control. It follows 
that the various formations fall into no single 
pattern, nor do their strength and composition 
conform to a broadly identifiable norm or 
norms. 

3. The procedures relating to levy and collec¬ 
tion of duty on unmanufactured tobacco arc 
entirely different from those applicable to manu¬ 
factured excisable products, but since both un¬ 
manufactured tobacco and manufactured pro¬ 
ducts are administered by the same officers under 
the same supervisory hierarchy, there has deve¬ 
loped over the years a series of formations, 
known as (1) MOR (SR1>) or Assessment Ranges, 
(2) MOR (Tobacco), (3) Isolated Ranges (SRP) 
4 Isolated Ranges (Tobacco), (5) MOR (Mixed) 
and (6) Isolated Ranges (Mixed). Inspection 
Groups are a feature of SRP but not of unmanu¬ 
factured tobacco. In certain areas they are com¬ 
bined with Assessment Ranges and called Assess¬ 
ment cum Inspectors units. In Mixed MORS 
one or more Inspectors may be dealing exclu¬ 
sively with unmanufactured tobacco, but 
in Mixed Isolated Ranges the same Inspector 
deals with both tobacco and manufactured pro¬ 
ducts. Again even though the staff required in 
various Collectorates is sanctioned with refer¬ 
ence to specific purposes such as, for example, 
preventive. Audit, Gold Control etc., Collectors 
have considerable discretion in the matter of 
re-deployment of the available manpower ac¬ 
cording to the exigencies of work, so that the 
actual deployment of personnel is often diff¬ 
erent from what might be inferred from the 
formal staff sanctions. 


4. The recommendations made by us relate 
to manufactured excisable products only, and 
for obvious reasons it is not possible for us to 
put forward a detailed pattern of work units 
or norms for different functions proposed to be 
assigned to different formations and within 
them to different classes of officers. This is best 
pursued after a specific scheme of control has 
started functioning and a mote realistic appre¬ 
ciation of the quantum of work involved is 
available. Until then it is difficult to work out 
the precise staff requirements arising from our 
recommendations or to juxtapose such require¬ 
ments against present availability. Nevertheless, 
some estimate, however, broad, seems called for 
if only in order to obtain some idea of the 
magnitude of the changes involved in terms of 
personnel. We attempt this in the succeeding 
paragraphs. 

5. The data regarding the number of pro¬ 
ducing factories expected to fall under each 
different pattern of control presented in 
Volume I was based on information which 
related to 1971-72. On the other hand, the 
information regarding dispositions of staff 
relates to 31st August, 1973. Since the number 
of producing units has increased appreciably 
since 1971-72, the data concerning ABC, PBC 
and CBC Units set out in Volume I has to be 
updated or certain assumptions so as to corres¬ 
pond in point of time to the data concerning 
staff employed. Accordingly, the number of 
pioducing units under each pattern of control 
may be adjusted so as to accord generally with 
the known increase in the number of licenced 
units producing the commodities concerned. 
Only a broad approximation can be arrived at 
by this method, but that should suffice for our 
present purposes. The estimates for 1973 will 
then be approximately as indicated below:— 


Number of units Number of unit 
based on data for estimated as on 
1971-72 31st August. 1973. 


ABC. 

PBC. 

CBC (including Simplified Procedure) 


583 

630 

7335 

8000 

13962 

15800 
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6. On 31st August, 1973 the actual deploy- in tendon ts and Inspectors was as follows:— 
merit of executive staff in the cadres of Super- 




Superintendents 

Inspectors 

(1) 

MORs (SRP) or Assessment Ranges . . . . 

242 

. 484 



(15.1). 

(13.7) 

(ii) 

Isolated Ranges (SRP) ... 

4 

52- 



f (0-3) 

(0.5) 

(iii) 

Inspection Groups. 

280 

1066 



(17-5) . 

(9.9) 

(iv) 

Concurrent Assessment-cum-Inspection Units ..... 

51 

320 



(3.2) 

(3) . • 


TOTAL s .. . 

377 

. 2922 (I) 



(36.1) 

(27.1) 

(v) 

MORs (Tobacco) .......... 

90 

622 . . 



(5.6) 

(5.8) 


1 

7 

213 

(Vi) 

Isolated Ranges (Tobacco) ........ 

(0.4) 

(1.9) 


TOTAL: (v+vi). 

97 

835 



(6.0) 

(7.7) (II) 

(vii) 

MORs (Mixed i.e. dealing with both manufactured excises and un- 

267 
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manufactured tobacco) 

(16.7) 

(16.9) 

(viii) 

Isolated Ranges (Mixed). 

18 

540 



(1.1) 

(5) 


TOTAL: (vii + viii) 

285 

2365 



(17.8) 

(21.9) (III) 

(lx) 

Preventive ........... 

1.53 

1347 


(9.6) . 

(12.5) 

■ w: 

Audit.. , • ■ 

33 

131 



(2-1) 

(1.2) 

(xi) 

Others including Gold Control, Customs and executive staff posted at 

453 - 

3199 


Collcctorate and Divisional headquarters) ..... 

(28.4) • 

(29. C) 


Total Working Strength . 

1598 

10799 



(100.0) 

(100,0) 

(xii) 

Total sanctioned strength ........ 

1621 

11382 


(I'igures within brackets represent individual items as a percentage of the total working strength.) 

7. The Tobacco Excise Tariff Committee lias during 1973 a total of 20f> Superintendents and 

estimated, after obtaining the requisite details 2091 inspectors were engaged on umnamtfac- 

concerning field formations and allocating bet- lured tobacco. On this basis the field staff 

ween tobacco and manufactured excisable pro- indicated in the preceding paragraph can be 

ducts the time spent in mixed formations, that allocated as follows: — 

Superintendents Inspectors 


Total (I+II +III). 

Unmanufactured Tobacco ...... 

Manufactured Exciseable Products .... 

We note that unmanufactured tobacco, which 
contributes hardly 3 to 4% of the total re¬ 
venue from excise duties, taken up a quarter 
to oue-thircl of the stall employed in the held. 
The staff employed in oilier formations such 


959 GI22 

( 100 . 00 ) ( 100 . 0 ) 

265 2094 

(27.6) (34.2) 

694 4028 

. (72.4) (65.8. . 

as Audit and preventive also performs func¬ 
tions related to unmanufactured tobacco. No 
allocation ol this, manpower is, however avail¬ 
able. . 
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8. For estimating staff requirements in terms 
of the System of Selective Control, it is neces¬ 
sary to make certain assumptions, based on the 
need of each pattern of control viz. ABC, PBC. 
Simplified Procedure and CBC (for units other 
than those covered by Simplified Procedure). 
It needs to be reiterated that many of the as¬ 
sumptions made are in the nature of broad 
averages which we consider can be applied only 
to the sort of broad exercise we are attempting 
here. They have no statistical validity for esti¬ 
mating requirements in relation to smaller 
areas or individual units on account of the very 
wide variations presented by them. Thus, 
while one officer may be able to look after five 
units producing a particular commodity and 
operating say under PBC, there may be certain 
units producing the same commodity and 
operating under the same pattern of control 
which, individually, on account of the nature 
and scale of activity undertaken by them, 
may require the whole time attention of one 
or more officers. The assumptions made by us 
should be viewed in the light of these reserva¬ 
tions. 

9. For ABC units the field control envisaged 
falls into two distinct categories, viz. peripheral 
functions which will be performed by the Juris¬ 
dictional Range and the more substantive 
functions relating mostly to assessments which 
will be the responsibility of the Collector. As 
already stated, this would be a liberalised 
form of control in which greater reliance would 
be placed on the accounts maintained by the 
assessces. Accordingly, we do not consider that 
units operating under this pattern would call 
for the same degree or intensity of control as 
is exercised at present. Peripheral functions 
include, among others, the routine function of 
drawal of samples of mineral oils. Here we 
consider that there is scope for simplifying the 
present procedure. Most of the refineries have 
departmental laboratories attached to them 
and we sec no reason why the work of drawal 
of samples cannot be entrusted to the Chemical 
staff. The nature of peripheral functions and 
the amount of work involved differ from com¬ 
modity to commodity and are also dependent 
upon the scale of activity of the individual 
units. We consider that for these functions the 
total requirement of staff foi 630 units esti¬ 
mated to fall under ABC pattern can he placed 
at 100 Inspectors on the basis roughly of one 
Inspector for every six units. These Inspectors 
will be allocated to the respective jurisdictional 
Ranges. For supervision of the work of these 
100 Inspectors the notional requirement of 
Superintendents would be about 25. 

10. Of the various items of work covered by 
the substantive functions, which are required 
to be performed by the Collector, the princ ipal 
one will relate to checking of returns and their 
assessment. Here again we contemplate a sub¬ 
stantial measure of simplification through ac¬ 
ceptance of accounts maintained by the asscs- 


sees themselves. If statements of daily opera¬ 
tions or recapitulation sheets contain all the 
information required to be furnished through 
RT. 12s and gate passes, the same may be ac¬ 
cepted and the scale of checks in relation to 
individual entries suitably relaxed. We consi¬ 
der that for these functions the Collectors would 
require a staff of 120 Superintendents, roughly 
one Superintendent for every five ABC units. 
Since the emphasis would be more on the 
quality of checks exercised through intelligent 
sampling and scrutiny of accounts than on 
check of arithmetical calculations, we believe 
it is not necessary to allot Class III staff for 
this purpose. 

11. In so far as PBC units are concerned, 
the control is essentially production oriented 
and the underlying objective is to provide 
much closer supervision by the Department over 
the operations of the producing unit. The im¬ 
portant elements are proximity of contact, 
closeness of association and last but not 
least, continuity and quality of supervision. 
We have stated earlier that a Central 
Excise Range would have a clearly de¬ 
fined jurisdiction in which the work in¬ 
volved (including peripheral functions re¬ 
quired to be performed in relation to ABC 
units) would ordinarily warrant the posting 
of four or five primary workers (Inspectors) 
headed by a Superintendent of Central Excise. 
In view of the fact that a certain number of 
commodities under PBC are extremely import¬ 
ant from the point of view of both magnitude 
of revenue and complexity of tariff, it 
would be appropriate if, for purposes of con¬ 
trol, the more important units producing such 
commodities are treated as Superintendent ori¬ 
ented as against the main body of PBC units 
which will be Inspector oriented. We have al¬ 
ready recommended in Chapter 10 that, for 
purposes of approval of classification and price 
lists, commodities covered by PBC may be divi¬ 
ded into two lists depending upon the comple¬ 
x'itv of the tariff and certain other factors, and 
that the Assistant Collector would be the pro¬ 
per officer to deal with the more complicated 
items, while the rest would be dealt with by the 
Superintendent. Just as there is justification 
for a distinction being made in the case of 
PBC commodities for purposes of approval of 
classification and valuation, in our view a simi¬ 
lar distinction for purposes of control on indi¬ 
vidual units would also be justified On this 
basis, we have had a quick analysis carried out 
of units under PBC and come to the conclu¬ 
sion that, out of a total of 8000 units, there 
would he at least 100 units which would call 
for a qualitatively superior degree of control. 
Each of these units by itself, or in combina¬ 
tion with one or two more of the-same category, 
could constitute a Range consisting of a Super¬ 
intendent and one or two Inspectors, the latter 
being utilised for routine jobs, while the pri¬ 
mary responsibility for effective functioning of 
the Range would devolve squarely on the Sup- 
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erintendent. These units would thus re¬ 
quire some 300 Superintendents and 600 Ins¬ 
pectors. It may be that for these units indivi¬ 
dually the staff recommended may not be ade¬ 
quate but what we have indicated must be 
taken to be based on a broad average for this 
important group as a whole. 

12. For the remaining 7600 units, the general 
Pattern of the Range indicated in Chapter 10 
should apply. On the assumption that an Ins¬ 
pector would be able generally to look after 
four PBC units and the work of four Inspectors 
can be supervised by one Superintendent, the 
staff requirements for this sector would be 1000 
Inspectors and 475 Superintendents. 

13. The number of units expected to be 
covered by CBC is 15800. Of these we assume 
that nearly 05% or 15000 will opt for the 
Simplified Procedure while the remaining 800 
might choose to work under Clearance Based 
Control. For units working under Simplified 
Procedure we estimate the staff requirement at 
600 Inspectors and 150 Superintendents (on 
the basis of one Inspector for 25 units and one 
Superintendent for four Inspectors). For 800 
units which do not opt for the Simplified Pro¬ 
cedure and which will therefore be under full 
control, the requirement can be placed at 80 
Inspectors on the basis that ten such units can 


be looked after by one Inspector. For super¬ 
visory control they would require 20 superin¬ 
tendents. 

14. The estimates mentioned above do not 
include the requirements of staff for Matches 
and Coffee which from the point of view of 
Procedure have been dealt with separately. 
The pattern of control recommended by us 
for the Match Industry is analogous to the 
old physical control of CBC in terms of our re¬ 
commendations regarding other commodities. 
In our Special Report on the Match Industry 
we have recommended that physical control 
on matches should continue, in any case until 
banderols are reintroduced. The number of 
match factories is around 1900. Since they are 
concentrated in compact areas, and the match 
tariff is relatively simple, a staff of 100 Inspec¬ 
tors and 20 Superintendents should in our view 
be adequate for these units. In so far as coffee 
is concerned, our recommendations are de¬ 
signed to achieve considerable simplification in 
i he matter of procedures and control relating 
to this commodity. We trust that such proce¬ 
dural formalities as would still Ire necessary 
can be performed by carrying out some margi¬ 
nal staffing adjustments within the Collect.ora- 
tes concerned. 

15. The estimates can now Ire presented in 
the form of a Table: 





Staff required for 

Superintendents 

Inspectors 

(i) 

ABC 

units 

(pheriphernl functions) 

25 

100 

(ii) 

ABC 

units 

(substantive functions) 

120 


(iii) 

PBC 

units 

(for a qualitatively superior degree of control) 

300 

600 

(iv) 

PBC 

units 

(standard range pattern) 

475 

1900 

(v) 

CBC 

units 

(Simplified Procedure) 

150 

600 

(Vi) 

CBC 

units 

(Full control) 

20 

SO 

(vii) 

Matches 


20 

100 

(viii) 

Leave Reserve 

111 

338 




TOTAT, 

1221 

3718 


16. For working out the staff requirements 
under various patterns of control, we have not 
taken into account industrial units holding li¬ 
cences in form L6, exempted units, and power- 
looms. Their number is reported to be 1,400, 
18,000 and 80,000 respectively. At present ex¬ 
empted units are looked after mostly by the 
preventive staff, though power-looms and L6 
licences are the responsibility of the jurisdic¬ 
tional Range. We consider that by and large it 
should be possible for the jurisdictional Ranges 
to take care of the power-looms and exempted 
units without airy additional staff. This may 
not however be possible in the case of indus¬ 
trial units, for which a staff of 40 Inspectors 


and 10 Superintendents should in our opinion 
he adequate. 


17. In the Chapter on Preventive Organisa¬ 
tion, we have proposed that in addition to its 
normal complement of field Inspectors all 
Ranges other than Officer oriented Range 
should have a preventive Inspector. We are told 
that Preventive Inspectors are already provided 
in some of the outlay Ranges. We consider that, 
for present requirements, the preventive organi¬ 
sation functioning is by and large adequate from 
the point of view of numbers though not neces¬ 
sarily of quality. Tts optimum requirements, how- 
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ever, would need to be reassessed in the light of assumptions, these requirements would 1 
the reorganisation proposed. On certain broad rough y as follows:— 


Formation Number estimated Requirements of staff 

__ .A 

t 

Superintendents Inspectors 


(including staff rt 
quired for sensitiv 
areas, like concentra 
tions of match fac 
tories and tea ant 
coffee estates). 


Division . . . . 



. 170 

170 

510 

(on an average on< 
Superintendent anc 
three Inspectors in 
each division). 

Collectorate 

• 

• 

. 30 

60 

180 

(on an average two 
Superintendents and 


six Inspectors in 
addition to an Assis¬ 
tant Collector (Pre¬ 
ventive) for each Col- 
lectorate) 

Leave Reserve— ......... 23 69 (no leave reserve would 

be necessary for 

the Range) 


Range ......... 665 plus 300 officer .. 750 

oriented 


Total 


253 1509 


It may be pointed out that the requirements 
estimated above do not include preventive sail 
required exclusively for Customs and Gold 
Control Work. We are advised that for Cus¬ 
toms and Gold Control Preventive work, where 
such work is performed by parties constituted 
specifically for that purpose, the existing resour¬ 
ces are adequate and such adjustments, as may 

be necessitated by the reorganisation proposed 
can be effected by redeployment. 

18. We have; also proposed reorganisation of 
the existing Audit set-up. The following Table 
sets out the estimated requirements of the In¬ 
ternal Audit and Accounts Division.— 

Requirements for 

Superintendent (Examiner Inspector (Technical Assis- 
of Accounts) tant) 

1 

2 3 


I. (1) ABC, for audit operating from the Zonal office [on 57 38 

the assumptions that: 

(i) each unit will require on an average 3 days twice a 
year; and 

(ii) each audit party will consist of one Asstt: Director 

(Assistant Collector), three Examiners of Accounts 
(Superintendents) and two Technical Asstts.] 

(2) PBC, for audit operating from the Collectorate office 200 400 

[on the assumption that: 

(i) each unit will require on an average 2\ days 

twice a year: and 

(ii) each audit party will consist of an Examiner of 

Accounts (Superintendent) and two Technical 
Assistant] 

(3) Simplified Procedure for audit operating from the 10 100 

Collectorate or the Divisional level [on the assump¬ 
tions that: 

(i) each unit under Simplified Procedure will be vi¬ 

sited for the purpose of audit not more than 
twice in three years, for a duration of not 
more than one day; and 

(ii) each party will consists of two Technical Assis¬ 

tants whose work will be supervised periodically 
by Examiners of Accounts]. 

(4) CBC ..... Audit of these units will be managed by parties performing 

audit of PBC and SP units. 
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1 

2 


3 


II. 

Total requirement ..... 

Leave Reserve ..... 

267') 
27 J 

294 

538') 
54 J 

592 

III. 

Staff available for audit (according to information received 
from Collectors) 






(a) Executive ..... 

28 

(excluding two De¬ 
puty Superintendents) 

131 

(excluding 4 Sub- 

Inspectors) 


( b) Ministerial ..... 

9 


131 

(ministerial including 
Deputy office Su¬ 
perintendents Head 
clerks, and Upper 
Division Clerks). 

IV. 

Additional requirement ..... 

257 


330 


V. 

Estimated additional requirement of executive staff 

193* 


165f 



•It is assumed that initially at the Class II level, the ministerial cadre will not be able to provide more than 1 /4th of the total 
requirement. 

fAt the level of Technical Assistant the staff provided by ministerial and executive cadres is assumed to be fifty-fifty. 


19. The above estimates do not provide for 
requirements of audit for unmanufactured to¬ 
bacco, though in arriving at the additional re¬ 
quirement, the existing audit staff which per¬ 
forms audit functions for both manufactured 
products and unmanufactured tobacco, has 
been taken into account. 

20. The category ‘Others’ shown in the Table 
in paragraph 6 includes staff employed on Gold 
Control and Customs in addition to the staff 
provided at Collectorate and Divisional Head¬ 
quarters. In the Collectorate and Divisional 
office, Superintendents are employed on techni¬ 
cal jobs, whereas Inspectors are utilised mostly 
for outdoor duties and other miscellaneous 
items of work. Occasionally Inspectors are also 
posted in Technical Branches. In several places 
we have observed that executive staff is used 
for a number of routine ministerial func¬ 
tions. We deprecate this tendency and consider 
the utilisation of Inspectors for these jobs as 
misapplication of resources. If the ministerial 
staff provided is inadequate, the remedy lies 
in creating the requisite number of ministerial 
posts. We recommend that this aspect may be 
looked into and rectified. Since the staffing 
adjustments called for on this account would be 
marginal we do not propose to take note of 
them for the purpose of this exercise. 


21. As for work concerning Customs and 
Gold Control, in respect of which policies re¬ 
garding procedure and organisation are for¬ 
mulated at the level of the Member (Customs) 
and by the Gold Control Administrator, it 
has not been possible for us to study their 
working in depth. Inasmuch as the perfor¬ 
mance of functions relating to Customs and 
Gold Control by Central Excise officers is re¬ 
ported to be generally satisfactory, we assume 
that the relevant procedures and organisation 
are also satisfactory. Nevertheless we observe 
from some data relating to these organisations 
that under Gold Control the proportion of 
Superintendents to Inspectors is 1:9 while 
under Customs it is 1:13. While we realise 
that considerations which justify a much lower 
proportion for field formations in Central Ex¬ 
cise may nor be wholly applicable to Customs 
or Gold Control in view of difference in the 
nature of work, we suggest that this is a matter 
which needs to be separately processed by 
Government. 

22. The additional staff required in the cadre 
of Superintendents and the surplus we antici¬ 
pate in the cadre of Inspectors, as a result of 
the foregoing proposals would be as follows:— 



/ 

Superintendents 

Inspectors 

(i) 

Sanctioned strength.......... 

1621 

11382 

(ii) 

Deduct field staff employed on unmanufactured tobacco 

265 

2094 

(Hi) 

Balance ........... 

1356 

9288 

(iv) 

Requirement as now estimated for ABC, PBC and CBC units and match 
factories including leave reserve (vide Table in para 14). 

1221 

3718 

(v) 

Requirement of staff for industrial units (L6) including leave reserves 

11 

44 

(iv) 

Requirement of staff for preventive work ...... 

253 

1509 

(vii) 

Requirement of staff for other categories (same as at present) 

452 

3199 

(viii) Requirement of staff for audit including leave reserves 

221 

296 

(ix) 

Total requirement .......... 

2158 

8766 

(x) 'Additional requirement (+) of surplus(—) with reference to the total 
working strength. 

802(+) 

522 (-) 








The number of additional Superintendents re¬ 
quired would be roughly 50% of the total sanc¬ 
tioned strength while nearly 5% of the Inspec¬ 
tors would be rendered surplus. 

23. We have confined our analysis to Inspec¬ 
tors and Superintendents, since it is mainly 
these cadres which constitute the primary field 
formations. As already stated, a Range will be 
constituted on the ba$is of the total quantum of 
work involved where such work warrants, gene¬ 
rally speaking, the posting of four or five Ins¬ 
pectors in terms of the assumptions spelt out. 

24. The increase in the number of Superin¬ 
tendents in the field organisation would entail 
an increase in the number of Divisions. In areas 
in which small, compact, officer-oriented Ranges 


are created under PBC, a Division should be 
able to look after more than its normal comple 
ment of four or five Ranges. Similarly the pro¬ 
posed reorganisation of Audit would warrant 
the creation of a certain number of additional 
posts in the grades of Assistant Director (corres¬ 
ponding to the present Assistant Collector), 
and Deputy Director, in addition to the Chief 
of the Bureau of Audit at the Centre. On the 
Accounts side, there would be additional posts 
of Chief Accounts Officers besides Assistant 
Chief Accounts Officers at Divisional headqu¬ 
arters. The implications of these and other 
.recommendatiorts pertaining to Organisation 
in terms of additional requirements of minis¬ 
terial and other staff, as also of the allied topics 
of executive and ministerial cadres including 
their composition, selection and training, are 
dealt with in the succeeding Chapters. 



CHAPTER 15 


SELECTION AND TRAINING FOR NEW DUTIES 


We have attempted in the preceding Chapter 
to work out the requirements of staff, in the 
cadres of Superintendents and Inspectors, for 
different patterns of control and for certain 
organisations such as Preventive and Audit, 
we have broadly noted the existing staff im¬ 
plications of unmanufactured tobacco, but 
since it falls outside the scope of our inquiry, 
excluded it from the estimates of projected 
requirements. In view of the fact that both 
manufactured excisable goods and unmanufac¬ 
tured tobacco are administered by the same or¬ 
ganisation at the primary as well as the super¬ 
visory level, the reorganisation of the Depart¬ 
ment will have to take into account the staff¬ 
ing and other requirements of the pattern of con¬ 
trol envisaged for tobacco. We understand that 
the Tobacco Excise Tariff Committee is seized 
of this and allied issues. An integrated ap¬ 
proach to the problem of staffing, especially 
at the level of the lower formations, is clearly 
necessary. 

2. On the basis of the requirements esti¬ 
mated by us, the existing sanctioned strength 
of Inspectors in the Department (Other than 
those engaged on unmanufactured tobacco) 
would be surplus by 522 posts while an addi¬ 
tional 802 posts of Superintendents would be 
required. One way of putting this in proper 
perspective would be to point out that the 
net requirements, plus and minus, thus work¬ 
ed out, merely reflect the emphasis on quality 
in the patterns of control recommended by us. 
With the consequential increase in the num¬ 
ber of Divisions and promotion of Superinten¬ 
dents to that grade, there would be further 
vacancies so that in point of fact the total 
number of additional posts of Superintendents 
needed would be around 900. 

8. Selection of staff, irrespective of whether 
this is by direct recruitment or takes the shape 
of promotion, would need to subserve the 
basic requirements postulated by the System 
of Selective Control. These are: greater fami¬ 
liarity with the processes of production and 
maintenance of accounts, better and more 
effective control from the point of view of re¬ 
venue, and greater appreciation of the prob¬ 
lems of the tax payer. Patterns of control 
have been tailored to the needs of both the 
Department and the assessees and the distinc¬ 
tive requirements of these patterns would have 
to be borne in mind for selecting and training 
staff expected to administer the patterns and 
perform allied functions. 

4. In the matter of selection for supervisory 
posts of Superintendents, a distinction has to 
be made between long term and ad hoc appoint¬ 


ments. Recruitment from the outside market 
is necessarily time-consuming, while the needs 
of the Department would be immediate. For¬ 
tunately, the available resources include a 
large body of Inspectors^ many of them well 
qualified and experienced both in SRP and 
the system of physical Control. Properly 
selected and given some training, these Inspec¬ 
tors with their long practical experience of 
the working of the Department would be 
well suited, as an immediate step, for the 
supervisory role of Superintendents envisaged 
for the new patterns. 

.">. The promotion of a considerable number 
of Inspectors, apart from easing stagnation, 
will simultaneously solve the problem of the 
somewhat large surplus located in that grade. 
At this point, it becomes necessary once again 
to take note of the fact that at present all 
recruitments to Class III posts and promotions 
from Class III to Class II are regulated indivi¬ 
dually for each Collectorate. In a few cases 
this takes place in terms of the old Collectorate 
now bifurcated. Although the staff require¬ 
ments estimated by us in the preceding Chap¬ 
ter arc based on a broad analysis, it is fairly 
evident that Collectorates which have a larger 
concentration of industrial units, particularly 
in the PBC sector, would command a larger 
share of the additional posts required. There 
already prevails considerable dissatisfaction in 
the Services on the score of uneven prospects 
of promotion in different Collectorates. The 
consequent stagnation in certain Collectorates 
is the major grievance of a large body of 
Inspectors. What we are here contemplating 
by way of the selective promotions suggested is 
in fact a somewhat massive operation of an 
exceptional nature necessitated by a major re¬ 
organisation of the administrative structure. 
It would clearly not be proper to deal with 
so unusual a context as if it arose in the nor¬ 
mal course of day to day administration. We ac¬ 
cordingly recommend that the proposed selec¬ 
tive promotions to the new posts of Superin¬ 
tendents from the existing cadre of Inspectors 
should be regulated either on an all-India basis 
or on that of adequately large regional or zones, 
In deciding the size and composition of 
the region or zone, one of the main consi¬ 
derations to be kept in mind is the need 
to remedy, as far as possible, grievances 
which have arisen on account of serious 
disparties in promotions between diffe¬ 
rent Collectorates. It need hardly be pointed 
out that the regions or zones we have in mind 
for this purpose are purely ad hoc and should 
not be confused or regarded as co terminous, 
with the five zones elsewhere proposed as 
the jurisdiction of the Zonal Commissioners. 
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6. The Central Excise Reorganisation Com¬ 
mittee (1963) had recommended that the pro¬ 
motion quota in the cadre of Superinten¬ 
dents should be filled, 50% on the basis of 
merit-cum-seniority and 50% by a system of 
departmental competitive examination open 
to Inspectors with a minimum prescribed 
period of service. We consider that this 
would be an eminently suitable airangement 
even in the present ad hoc context inasmuch 
as it would enable these'posts to be equitably 
distributed between old and senior Inspectors 
on the one side and relatively younger people 
who possess the necessary merit, on the other. 
We consider that the prescribed period of 
service for this purpose should be five years. 

7. After the requisite number of Inspectors 
has been .selected for promotion on the basis 
indicated above they should be allocated as 
far possible or to the extent of vacancies 
available, to the Collectorate to which they 
belong, and failing that, to another Collecto¬ 
rate within the region or zone which served as 
the basis for selection. 

8. After the. above, ad hoc selection is made, 
the future vacancies of Superintendents should 
be filled, as already contemplated, partly by 
promotion from among Inspectors and partly 
by direct recruitment in the ratio of 75 : 25. 
We have recommended elsewhere that the induc¬ 
tion of specialists is necessary at various 
levels. The number of posts of Superinten¬ 
dents intended to be filled each year should 
be properly allocated on the basis of the re¬ 
quirements of each different pattern of control 
between generalists and specialists (in various 
disciplines like accounts, engineering and other 
fields of technology) who would be recruited 
through the UPSC in either case. 

9. The reorganisation proposals would also 
involve selection of personnel for the new 
Audit and Accounts Division in the Depart 
ment. We have recommended earlier that 
initial appointments to the various grade in 
this Division should be made from the exist¬ 
ing departmental cadres and also spelt out the 
criteria to which selections should be subject. 
For future vacancies of Technical Assistants, 
the normal channel for appointment should 
continue to be through the feeder cadres of 
Inspectors on the executive side and Head 
Clerks and Deputy Office Superintendents on 
the ministerial side, vacancies being allocated 
equally between the two wings, though, at a 
later date, the Administration may consider 
the feasibility of resorting to direct recruit¬ 
ment for a number of these posts with a view 
to attracting personnel of requisite educational 
and accounts qualifications. In so far as 
Class II posts are concerned, future vacancies 
may be filled in the same way as vacancies in 
the grade of Superintendents on the executive 
side, a certain proportion being allocated to 


direct recruitment and the rest to promotion, 
Direct recruitment will be based on the same 
competitive examination whereas promotion 
will be made from out of the cadre of Tech¬ 
nical Assistants. For Class I appointments, 
all incumbents of Class II posts in the Divi¬ 
sion will be eligible for promotion to the inte¬ 
grated Customs -^and Central Excise Service, 
in the same way as Class II officers on the exe¬ 
cutive side. 

10. There will be considerable expansion in 
the ministerial cadre also. Selection of per¬ 
sonnel for the additional posts required may 
continue to be regulated as at present. 

11. It would be necessary to impart adequate 
training to the stafl needed for different pat¬ 
terns of control and for other functions like 
Preventive and Audit. Our proposals regard¬ 
ing augmentation of the present training 
facilities are set out in a subsequent Chapter. 
We therefore draw attention to the necessity 
of organising crash training programmes 
to -fit the existing personnel into new jobs. 
Bv and large, the bulk of the staff required 
will be concerned with production control. 
It would therefore, be necessary to get them 
familiarised with the various process of produc¬ 
tion, the raw materials used, the key points 
at which control is to be exercised, the type of 
accounts kept by the industries concerned, the 
marketing pattern of the excisable commodities 
and similar aspects of importance which have 
a bearing on revenue. For this purpose, 
courses of instruction supported by visits 
to producing units would need to be arranged 
to supplement the expertise available with the 
staff actually working in the present Assess¬ 
ment Ranges and Inspection Groups. Simi¬ 
larly the requirements of other patterns of 
control and ancillary organisations would need 
to be identified and training programmes 
devised to meet those requirements. 

12. It would be essential for the Divisional 
Officers to understand the new patterns of 
control in all their aspects and to pay adequate 
attention to the training and guiding of 
Superintendents and Inspectors charged with 
the concerned responsibilities. It would 
therefore be very desirable to start by insti¬ 
tuting ad hoc training courses and seminars 
for the Assistant Collectors themselves before 
the introduction of the scheme. 


13. In the foregoing paragraphs we have indi¬ 
cated very broadly the objectives underlying 
selection and training and also given some 
suggestions in regard to the achievement of 
those objectives. In this context we should 
like to draw attention to the fact that it is only 
a proportion of the total staff of Inspectors 
and Superintendents which is employed on field 
jobs relating to manufactured products, the 



rest being engaged on tobacco, customs, gold 
control and miscellaneous work. This im¬ 
poses a built-in limitation on the possibilities 
of developing an expert cadre for Selective 
Control since the staff employed on thest 
jobs would be transferable to other duties. 
Nevertheless, the administration should en¬ 


deavour to allocate the staff in such a manner 
that officers continue to remain employed in 
the particular fields assigned to them for a 
sufficiently long period. This will enable 
expertise to be developed to the benefit of both 
the Department on the one hand and the ass¬ 
esses on the other. 



CHAPTER 16 

RECRUITMENT, TRAINING AND OTHER ISSUES 


The personnel of the Central Excise Depart¬ 
ment, comprising four different classes of ser¬ 
vice with more than one cadre in each class 
and several grades in each cadre, has a total 
strength of around 30,000. Commensuiate 
with the size and variety of the Department 
are the personnel problems which arise in res¬ 
pect of recruitment, training, cadre composi¬ 
tion and promotion as well as service and 
working conditions generally, including those 
which have a bearing on job satisfaction and, 
in the long run, on career development. To 
cope with these problems there is need for 
a well conceived personnel policy which 
operates at different levels through a well- 
designed system of personnel management. 
This need will be all the more pressing in the 
new context of reorganisation, specialisation 
,and added individual responsibilities postu¬ 
lated by our recommendations. It is against 
this background that we have elsewhere stress¬ 
ed the importance of constituting Personnel 
into a distinct portfolio which would receive 
the whole time attention of one of the Members 
of the Central Board. 

2. In viewing the personnel structure from 
the stand point of our recommendations, two 
aspects have to be kept in mind short-term 
and long-term. So far as the immediate 
future is concerned, the new demands will 
to a large extent have to be met by redeploy¬ 
ment of existing staff after appropriate train¬ 
ing for the purpose. Where, however, exper¬ 
tise is needed of a type not hitherto provided 
in the cadres, there is no alternative to ad 


Total number of posts in Class III 


hoc recruitment or induction of qualified per¬ 
sons. Looking farther ahead, long term modi¬ 
fications reflecting long term projections and 
needs will be inevitable in regard to points of ad¬ 
mission (on recruitment or promotion) to diffe¬ 
rent posts or cadres, qualifications on admis¬ 
sion and training thereafter. 


3. We need not expatiate on the need or 
importance of a sound and balanced cadre 

composition which is the corner-stone of any 
efficient administrative structure. The 

service cadres in the Central Excise Depart¬ 
ment are classified for purposes of recruit¬ 
ment, promotion etc. as ministerial or non- 
ininisterial except in the case of Class IV 
officers such as peons, jamadars and daftaries 
who constitute a separate cadre of Class IV 
non-gazetted personnel. Each of the two cad¬ 
res, ministerial and non-ministrial, has 

officers belonging to different classes and grades 
which have been described briefly in Chapter 5. 
Normally, officers in the two cadres have their 
own channel of promotion or advancement but 
at the level of Inspectors in the non-ministrial 
cadre, a certain quota or proportion is reserved 
for selection from amongst Upper Division 
Clerks and Stenographers (Ordinary Grade) who 
form part of the ministerial cadre. 


4. In so far as ministerial personnel are 
concerned, the present cadre composition 
and career prospects are reflected in the 
following table: 


As on 1-7-1973 


(i) Office Superintendent 143 

(ii) Deputy Office Superintendent .............. 613 

(iii) Head Clerk 178 

(iv) U.D.C. 3571 

(v) L.D.C. 2484 

(vi) Stenographer (Senior Grade) .............. 26 

(vii) Stenographer (Ordinary Grade) ............. 595 

(viii) Woman Searcher-cum-CIerk .............. 77 


Total . . . 7687 


Total No. of posts in class II 

(i) Administrative Officer ............... 144 

(ii) Assistant Chief Accounts Officer ............. 22 

(iii) Examiner of Accounts ............... 9 

(iv) Chief Accounts Officer ............... 19 


Total ... 194 
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It is seen that career prospects of ministerial 
officers in class III for purposes of promotion to 
Class II are extremely unsatisfactory, even 
though 25% of the posts of Inspectors, Ordi¬ 
nary Grade (of which the number was 9465 as 
on 1-7-1973), is presently reserved for Upper 
Division Clerks, by virtue of which some 
of them might get eventually promoted to 
Class II in the executive cadre. Within Class 

II and Class III there are a number of grades 
and appointments to each higher level are 
made from one or more of the grades below 
it. The relevant data show that both the 
present composition of various grades in the 
ministerial cadre and the manner in which 
vacancies are filled are hardly satisfactory. 
W'e have already drawn attention to one speci¬ 
fic situation. The grade of U.D.C. consists 
entirely of those promoted from the feeder 
grade of L.D.C. there being no direct recruit¬ 
ment to the post of U.D.C. Yet the cadre 
strength of L.D.Cs. is smaller than that of 
U.D.Cs. with the result that a large number of 
vacancies in the grade of Upper Division Clerk 
has existed over a number of years. A cadre of 
3571 individuals in the grade of Upper Division, 
Clerk and a part of the cadre of Stenographer 
(Ordinary Grade) are required to be fed 
wholly bv the cadre of L.D.Cs. whose total 
strength is 2484. The position in the case 
of Deputy Officer Superintendents, who have a 
cadre of 612 individuals, is similar inasmuch as 
the feeding cadres of Head Clerk and Steno 
grapher (Senior Grade) have a total strength 
of 204. Whether or not practical difficul¬ 
ties are frequent, it seems desirable to take 
early steps to correct this lopsided structure. 

5. To turn to another point. Deputy Office 
Superintendents were previously considered eli¬ 
gible for appointment to Class II posts, but 
it appears that selection is now confined to 
Officer Superintendents. For quite sometime, 
appointments, confirmations and transfers of 
Class II officers were regulated on a zonal 
basis, but sometime ago it was decided that 
they should be made on a Collectorate basis 
except in certain Collectorates which main¬ 
tain a common establishment and seniority 
roster. 

6. We have mentioned earlier that on ac¬ 
count of the existence of a multiplicity of grades 
in the ministerial Class III cadre, a Lower 
Division Clerk takes a minimum of twenty 
years to become an Officer Superintendent which 
also is a Class III appointment. Within Class 

III itself, posts of L.D.C., (to the extent of 
10% of the posts which are filled from among 
Class IV staff). Head Clerk and Office Superin¬ 
tendent are treated as selection posts, i.e., ap 
pointinent to these posts involves promotion 
based on the findings of the Departmental 
Promotions Committee for selection posts. 

7. We believe that if our recommenda¬ 
tions elsewhere are implemented, the career 
nrmnects of ministerial officers would show 


considerable improvement. The strength 
of Class II ministerial cadre would improve 
further as a result of (i) creation of nearly 200 
posts of Assistant Chief Accounts Officers to 
be posted at Divisional headquarters; and 
(ii) fifty posts of Examiners of Accounts; 
so that the cadre would in fact be more 
than doubled. Within the Class III grades 
again there would be substantial increases as 
a result of consequential vacancies in the grades 
of Office Superintendents who are eligible for 
promotion as Assistant Chief Accounts Offi¬ 
cers; Deputy Office Superintendents and Head 
Clerks who would be eligible for appointment 
as Technical Assistants; and Upper and Lower 
Division Clerks who will have better and 
quicker avenues in the normal channel of pro¬ 
motion. At the same time there would be 
a rise in the number of ministerial posts, 
largely in Class III, as the result of an all 
round increase in the number of Ranges and 
other formations. But a matter of far great¬ 
er significance for ministerial officers will be 
the consideration that avenues of promotion to 
Class I appointments will now, for the first 
time, be thrown open to them. 

8. Despite the substantial improvements in 
the career prospects of ministerial officers 
which the present proposals are expected to 
open out, there is need, in our view, for a 
rc-examination of the prevailing position re¬ 
garding the number of grades in the minis¬ 
terial cadre, their composition, methods of 
recruitment and promotion and restrictions to 
which promotions are subject with a view to 
(i) removing the existing anomalies, (ii) 
curtailing the time lag for promotions within 
the same class, by reducing, if possible, the 
number of grades, and/or the minimum 
period of service presently prescribed for pur¬ 
poses of promotion, and (iii) providing for 
direct recruitment at certain levels. We 
have referred earlier to the recommendation 
of the Pay Commission that a proportion of 
posts on the two pay scales applicable to 
Deputy Office Superintendents and Head 
Clerks, ranging from one third to one half, 
should be placed on the lower pay scale suggest¬ 
ed by tjie Commission for Head Clerks. We 
have also mentioned that for some time past 
the Administration has been following the 
policy of gradually reducing the number of 
those who are in the grade of Head Clerk. 
In the context of the situation obtaining in 
the Department as a result of the existence of a 
multiplicity of grades in the ministerial cadre, 
we endorse the Administration's standpoint. 

9. In the executive cadre, the grievance re¬ 
lating to faulty cadre composition and inade¬ 
quacy of career prospects relates primarily to 
the grade of Inspectors, through promotion 
opportunities available to Superintendents of 
Central Excise, Class II are also said to be 
poor. We have already referred to the wide¬ 
spread feeling of frustration prevailing in 
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the ranks of Inspectors. This state of affairs 
appears to us to be the result partly of the 
gradual dissociation of this class of officers 
from active participation in functions involv¬ 
ing trust and responsibility. We have seen 
how from an important, indeed pivotal role, 
which an Inspector played in the early days 
of physical control, his importance in the 
administrative set up gradually declined, first 
under the MOR pattern of work and later 
under SRP. The other factor, and one which 
in some ways is more important, is the stagna¬ 
tion in the grade of Inspector of a large num¬ 
ber of officers for want of adequate promotion 
prospects. This is due to several reasons in¬ 
cluding the sporadic and uneven manner in 
which the relevant cadres expanded in different 
Colleclorates. Whatever the underlying fact- 
tors, the resultant damage to the morale of: 
the Inspector has been considerable. 

1ft. Our proposals regarding reorganisation 
of the field formations at different levels, the 
infusion of a large element at the level of 
Superintendents, the strengthening of the 
preventive rganisntion and the constitution of 
a separate cadre for audit and accounts are 
expected to ameliorate the present state of 
affairs and thereby restore to some extent the 
confidence which inspectors have lost and 
which is sorely needed for effective functioning 
and certain statistics which we have given in 
of the organisation as a whole. The tables 
an earlier Chapter throw some light on the 
present cadre composition of Class II and 
Class III services. We also note that the pay- 
scale applicable to Inspectors (Ordinary 
Grade) is Rs. 425-15-50ft-EB-15-560-20-700-EB- 
25-800. Unless promoted it would take an 
officer 20 years to traverse this scale. Like¬ 
wise the senior stale of Rs. 550-900 requires 
13 years of service to attain the maximum. 
The Pay Commission has compared the promo¬ 
tion prospects of Inspectors of Central Excise 
with those of Inspectors of Income Tax and 
Customs and found that on the basis of 100% 
promotion to the Class II grade of Superinten¬ 
dent, Central Excise, the promotion prospects 
of Inspectors of Central Excise are 14% as 
against 7fi% for Inspectors of Income Tax, 
67% for Customs Examiners and 11% for Cus¬ 
toms Preventive Officers. While recognising 
the usefulness of selection grades which are 
said to have a moderating effect on the dis¬ 
parities existing in the promotion prospects 
available to comparable cadres in different 
departments, the Commission has observed 
that selection grades should be provided Im¬ 
posts in Class III and Class IV cadres which 
are filled by direct recruitment where the num¬ 
ber of higher posts to which employees in a 
particular cadre can seek promotion is less than 
half the strength of that cadre. The Com¬ 
mission has recommended that the number of 
selection posts in such grades should not lie 
less than 10% but should not exceed 20% of 
the posts for which they serve as the selection 
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grade (all posts which have been in existence 
for three years being taken into account for 
this purpose). 


11. We have given careful thought to this 
problem. We note that initially and for 
quite some time the educational qualifica¬ 
tion required for appointment as Inspector 
was a University degree and the cadre attract¬ 
ed a large number of graduates in science and 
technology of whom quite a few were post¬ 
graduates. With relaxation in 1961 of the pres¬ 
cribed educational qualification to Interme¬ 
diate and infusion into the cadre of promot¬ 
ed Sub Inspectors, the quality of personnel 
started declining. With the abolition of the 
cadre of Sub Inspector and the appointment 
of most of them as Inspectors in 1972, the cadre 
of Inspectors suffered a further dilution. To 
our mind the most pertinent consideration in¬ 
volved here is one of justification for retaining 
this cadre now and for continuing it in the 
future. The complexities of the excise tax 
system and the probable directions of its 
future development both suggest that tasks of 
administration would call for increasing spe¬ 
cialisation and performance of functions by 
a body of officers who have better educational 
background, are technically more qualified and 
command an appropriate status for dealing 
with the industry and for taking decisions on 
such important matters as those involving 
classification, assessment etc. of goods. Even 
so we arc not quite convinced that either now 
or in the foreseeable future it would be pos¬ 
sible to dispense with this cadre altogether, 
though we do visualise that in the not very 
distant future its preponderance will have 
steadily declined, as a result of the Depart¬ 
ment’s exapansion and retirement from ser¬ 
vice of a large number of Inspectors of whom 
neatly 85% are more than 50 years old. Ac¬ 
cordingly, we consider “stagnation” largely as 
a transitional problem. Nevertheless it is a real 
problem and would continue to be one for 
several years. 


12. We trust that the recommendations made 
bv us in connection with the reorganisation 
of field formations and the redeployment of ex¬ 
isting resources would result in improving 
the present career prospects of Inspectors. We 
would further recommend that having regard 
to the particularly long span of time scales pres¬ 
cribed for Inspectors, it may be provided 
that an Inspector who has put in 15 years 
of service in the Ordinary Grade and who has 
satisfactory record of service in that grade 
should be appointed to the Senior Grade. 
Correspondingly the number of Senior grade 
posts which is presently restricted to 25% of 
the permanent posts should be suitably raised 
to, say 50%, and related as recommended by 
the Pay Commission to posts which have 
been in existence for three years. 
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13. We have referred to the sporadic charac¬ 
ter of expansion in different areas. We realise 
that in a way this is inevitable in a depart¬ 
ment like the Central Excise where excise 
coverage is related directly to industrial 
activity. However, this gives rise to uneven 
prospects of promotion, not unoften in ad¬ 
joining Collectorates. The consequence is 
dissatisfaction. To illustrate: in Bombay 
Collcctorate, Inspectors recruited in 1954 
have been promoted as Superintendents, while 
in the adjoining Poona Collectorate, Inspec¬ 
tors recruited in 1949 have still to be consi¬ 
dered for promotion. We find that at one 
time, seniority and promotion upto Class II 
were regulated on a zonal basis : the coun¬ 
try was divided into four zones, each compris¬ 
ing a number of territorially contiguous Collec- 
torates and the personnel employed in a 
Collectorate shared the promotion prospects 
available in the zone as a whole according 
to their seniority in that zone. Later the 
zonal concept was discarded in favour of the 
Collectorate. In the present scheme of things 
when a Collectorate is divided to form two 
Collectorates, the same combined seniority is 
maintained for some time and promotions are 
regulated on the basis of the combined parent 
Collectorate. This evidently is an expedient 
employed to get over the hardship or dis¬ 
satisfaction which may arise as a restdt of 
uneven expansion in the two Collectorates. 
Wc are, however, informed that this principle 
was not followed after the Poona Collectorate 
was carved out of Bombay in 1959. We con¬ 
sider that the earlier arrangement under which 
the Administration operated on the basis of 


zones had considerable merit. It evened 
out chances of promotion in the zone and 
thereby minimised discontent. We recom¬ 
mend that Government might consider the 
revival of old zonal concept for this purpose, 
the new zones corresponding in territorial 
coverage to the zones recommended by us 
in Chapter 9. In this context we do not en¬ 
visage any change in present policies or exer¬ 
cise of power relating to recruitment or confir¬ 
mations. Even in matters of transfer, the 
existing position may continue, except in 
cases involving promotion in which the officer 
concerned may be required to move to another 
Collectorate within the zone. Departmental 
instructions can provide that this may also 
be avoided if a vacancy is available within 
the Collectorate itself. We should like to 
add that seniority for this purpose should be 
fixed with reference to the date of appointment 
and not the date of confirmation as was the 
case in the old zonal arrangement which also 
let! to disparity in promotion prospects, al¬ 
beit for a different reason. 

11. Concerning stagnation in the grade of 
Superintendent of Central Excise, it may be 
stated that, in view of the fact that Customs 
and Excise Services have been integrated at 
the Class I level, their promotion prospects 
can be considered only in the light of data 
relating to the combined service. The te- 
lativc position of Class II officers belonging 
to Customs and Excise services eligible for 
promotion to Class I vis-a-vis corresponding 
grades in the Income Tax Service is indicat¬ 
ed in the following table: 


Income Tax 


Customs and Central Excise taken together 


Income Tax Officers Class II 

1738 

Superintendents of Central Excise, Preven¬ 
tive Inspectors and Appraisers 

2118 

Income Tax Officers Class I (50% by promotion) 

174C 

Superintendents and Assistant Collectors 
(50% by promotion) 

864 

Promotion prospects ..... 

50% 


15.7% 


15. Here again the prospects of promotion 
are poor and the number of posts in Class I 
available for promotion is substantially less 
than half the number of posts in Class II. 
However, the sense of frustration in the cadre 
of Superintendent, Central Excise, Class II 
is not as acute as it is in the cadre of Inspec¬ 
tor, the principal reason being that presently 
the entire Class II cadre consists of officers 
who have already received one or two promo¬ 
tions, having come from the grades of Ins¬ 
pector or Deputy Superintendent. The 
position would, however, be aggravated by 
direct recruitment to the cadre of Superinten¬ 
dent of Central Excise and wv recommend that 
a Senior or Selection grade should be created 
for this cadre also. Our suggestion would 
be in consonance with the principles laid 
down by the Pay Commission in this regard. 
In this context we recommend that, on their 


promotion to Class 1, Superintendents should 
be appointed directly in the Senior Class I 
scale, on account of their experience, without 
having to go through the Junior scale. 

1G. We find that opportunities of promo¬ 
tion available to Class IV personnel are neg¬ 
ligible. At present 10% of the vacancies in 
the grade of Lower Division Clerk arc re¬ 
served for Class IV employees (borne on re¬ 
gular establishment). They are filled by se¬ 
lection through a departmental examination, 
selection being confined to individuals who 
fulfil the minimum educational qualification 
of a pass in Matriculation or an equivalent 
examination, arc within a stipulated age 
limit, and have put in at least five years ser¬ 
vice in Class IV cadre itself. The promotion 
posts available to peons/sepoys are Jamadars 
and Daftries (Ordinary Grade) of which the 






total number is 5l0, against a strength of 10, 306 
in the cadre of peon/scpoy. In this respect 
we cannot do better than support the recom¬ 
mendations made hv the Pay Commission in 
para 47 of Chapter VIII of their Report. 

17. At the Class I level of Central Excise, 
recruitment and promotion follows the gene¬ 
ral pattern prescribed for all Central Ser¬ 
vices. At the same time, despite some ex¬ 
pansion in the number of higher posts, such 
as those of Collectors in recent years, the 
magnitude and range of the functions of the 
Department have increased so much that the 
present hierarchy at the higher levels requires 
restructuring. This is one of the reasons 
for our proposal regarding the new office of 
zonal Commissioner. Certain other inade¬ 
quacies are sought to be corrected by raising 
the status of the Chief Accounts Officers and 
constitution of a new audit and Accounts Divi¬ 
sion within the Department. Increase in the 
number of Division and Collectorates and the 
creation of specialist posts to advise on techni¬ 
cal and accounting matters are other measures 
considered necessary in the context of Selective 
Control. 

18. As we have pointed out elsewhere, the 
induction of specialists is necessary at various 
levels. For Class II, they would be recruit¬ 
ed in the same manner as specialist Appraisers 
of Customs, namely, through the U.P.S.C. For 
ABC units a certain number of additional posts 
in Class I would be necessary for accomodating 
suitable specialists in such fields as Chartered/ 
Cost Accountancy and Steel or Oil Techno¬ 
logy. In order that the talent attracted is 
of the appropriate type, it will be necessary 
to incorporate certain special features into 
the recruitment such as relaxation of the usual 
age limit, offer of higher initial pay and pro¬ 
vision for absorbtion into the general stream at 
later stages. It should also be possible, in 
some cases, to obtain the services of suitable 
experts on deputation from other Govern¬ 
ment Departments, e.g., the Directorate Gene¬ 
ral of Technical Development, Ministries of 
Industrial Development and Petroleum and 
Chemicals. 

19. Government have already accepted in 
principle the need for direct recruitment to 
the grade of Superintendent Class II upto a 
limit of 25% of the posts and it is only be¬ 
cause of acute stagnation at the level of Ins¬ 
pectors that the proposal has not yet been im¬ 
plemented. In view of the fact that Selec¬ 
tive Control calls for an improvement in the 
quality of Superintendents, direct recuit- 
ment at this level will be more necessary than 
ever. While we agree with the general propo¬ 
sition that on the whole the percentage of 
such direct recruitment should be in keeping 
with the principle that Class II posts should 


be so designed as to provide an avenue for pro¬ 
motion, we neveitheless feel that in this parti¬ 
cular ease there may be need eventually for an 
even higher percentage of direct recruits, consi¬ 
dering the onerous responsibilities envisaged 
for the Superintendents. At this stage, however, 
direct recruitment may be limited to 25%. 


20. The source for direct recruits to the 
grade of Superintendents Class II would be the 
same as that for Appraisers of Customs. A 
percentage of posts may be reserved for spe¬ 
cialists recruited through the UPSC, while 
tire majority would be selected by the UPSC 
from among candidates qualifying in the annual 
combined competitive examination for the IAS 
and allied Services. 


21. Because of the qualitative need, the pre¬ 
sent policy of promotion to the grade of Supe¬ 
rintendent Class II based on merit-cum-senio- 
rity selection by the Departmental Promo¬ 
tions Committee, would need some reconsi¬ 
deration. In this context, w'c endorse the 
recommendation made by the Central Ex¬ 
cise Reorganisation Committee (1963) that 
the quota reserved for promotion may be 
filled, half on the basis of merit-cum-seniority 
•and half by a system of competitive examina¬ 
tion open to all Inspectors who have complet¬ 
ed a minimum prescribed period of service. 


22. For the grade of Inspector, the existing 
pattern of direct recruitment and selection from 
the grade of UDC may continue. However, 
in keeping with the advances that have taken 
place, and are still taking place, in techniques 
of production and accounting as also because 
of the complexity of the tariff, we endorse the 
recommendation ol the Pay Commission that 
the minimum qualification for direct recruits 
should be a University Degree and that recruit¬ 
ment should be cither through the UPSC or 
the Subordinate Services Board. 


23. We have referred to the anomalous situa¬ 
tion caused by the fact that the cadre of UDC is 
much larger than the feeder cadre of LDC. 
leading to a large number of posts of 
UDC remaining unfilled for want of quali¬ 
fied LDCs. In view of this as also the fact 
that a Lower Division Clerk has to put in 
at least seven years service before he is consi¬ 
dered as eligible for promotion to the grade 
of Upper Division Clerk, there seems to be 
no escape from having recourse to direct re¬ 
cruitment to the cadre of UDC. The ex¬ 
tent of direct recruitment should be deter¬ 
mined with reference to the present staffing 
position of these grades. Having regard to the 
proportion of 35 : 65 which appears to be 

the present accepted policy regarding the 
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relative strength in these grades, we consider 
that two-thirds of the posts in the cadre of 
UDC may be filled by direct recruitment. 
Suggestions have also been made for the abo¬ 
lition of the grade of LDC and raising the 
minimum qualifications for UDC to that of 
a Graduate as obtains in some departments. 
In keeping with the general practice and also 
because of the fact that a proportion of vacan¬ 
cies in the grade of Inspector is reserved for 
UDCs, it is logical to prescribe the minimum 
qualification of a University Degree for direct 
recruits to the grade. As regards the abolition 
of the cadre of LDC, we would not favour this 
for several reasons. There are many cleri¬ 
cal jobs in the Department for which it would 
be wasteful and expensive to employ gradu¬ 
ates; there is no reason why, with proper aca¬ 
demic and on-the-job departmental training, 
the LDCs cannot be groomed for the reponsi- 
bility of UDCs. The present position in re¬ 
gard to the cadre of LDC, may, therefore, 
continue. 


24. The need for training of personnel in 
any organisation is well recognised and the im¬ 
portance attached to training in the Central 
Excise Department in recent years is evidenc¬ 
ed by the establishment of the Directorate of 
Training in 1969. In Chapter 4 we have 
briefly described the functioning of the Direc¬ 
torate. We have also referred to the inade¬ 
quacies and difficulties impeding the achieve¬ 
ment of its goals. 

2a. There are around twenty two thou 
sand Class 1, II and III officers in the Central 
Excise Department alone, while the Central 
Training Institute and the four Regional Ins 
titutes have imparted training to barely one 
thousand officers employed on Excise and 
Customs work. Though some training has 
been given to most of the staff at some stage 
of their career, this was largely before the 
establishment of the Directorate of Training. 
There is need for considerable augmentation in 
both sire and diversity of training facilities. 
Unlike in Customs, there has been no re¬ 
cruitment of specialists despite the com¬ 
plexity of the Excise tariff and procedures; 
and this makes it all the more necessary that ex¬ 
isting staff should be adequately trained. More¬ 
over, the new patterns of control now propos¬ 
ed aim at placing responsibility at each ap¬ 
propriate level of the structure in keeping 
with the revenue innoline; this postulates appro¬ 
priate training for the duties to be dis¬ 
charged at each such level. Among other 
things, the training should help towards a 
better understanding of the different types of 
operations and accounts peculiar to the manu¬ 
facturing units concerned. 


26. Despite enhancement of the penal pro¬ 
visions in the Rules and increase in the pre¬ 


ventive staff as a consequence of SRP, evasion is 
prevalent on a fairly wide scale though there 
has been an increase in the number of 
offences detected, largely of a technical nature. 
This points to the need for adequate training 
to personnel engaged on preventive duties. Un¬ 
less these are fully aware of the requirements 
of the law, including their own powers and 
how those powers are to be exercised, they 
cannot function effectively. Among other 
subjects, the Preventive and Intelligence staff 
should be trained in such matters as (i) Cen¬ 
tral Excise law and procedure with particular 
reference to evasion; (ii) gathering of intelli¬ 
gence including likely sources of information, 
recruitment of informers and maintenance 
of records; (iii) surveillance over suspects, 
premises and vulnerable points; (iv) use 
of fire-arms; (v) manner of conducting sear¬ 
ches, seizure and arrest; (vi) investigation 
and follow-up after initial detection of a 
case; (vii) manner of preparing panch- 
namas, recording statements and comple¬ 
tion of case files; (viii) legal requirements 
in respect of prosecution of offenders and 
(ix) Provisions relating to use of Secret 
Service Funds and payments of rewards. 
If necessary, special courses for preventive 
officials covering these and other aspects 
may be devised. For training to 
be useful it should be of adequate duration 
and preferably be imparted by officers who 
have distinguished themselves in this parti¬ 
cular field. 


27. We are aware that the organisation of 
training facilities on the large scale contem¬ 
plated necessarily takes time. Moreover, there 
art constraints of finance, accommodation, 
equipment and, more importantly, of suita¬ 
ble personnel to take cate of the training 
itself. Subject to this, however, and apart 
from the extention of the regular training- 
facilities, it will be necessary to organise crash 
training programmes so fit existing person¬ 
nel into new jobs. Such training of course 
would be given only to those who would 
be adjudged, after a process of selection, to 
be suitable lor the new assignments. 


28. The future scope of the facilities should 
be such that besides initial training to all 
direct recruits, it should be possible for every 
officer to attend at least two general refresher 
or executive development courses during his 
service. This would be apart from the spe¬ 
cialised training which some of the officers 
woidd have to undergo. 


29. Most of the personnel belong to Class 
III and are primarily employed in the field. 
The four Regional Institutes would hardly 
be in a position to meet the training need 
of this large body of officials. One way to 
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overcome this difficulty would be to set up 
training centres in the Collectorates lor train¬ 
ing both executive and ministerial Class III 
officers. Trainers can be drawn from the 
talent available in the Collectorates. They 
may be given short courses at the Regional 
Training Institutes in both the art of instruc¬ 
tion and in the subjects they are to teach. 
For new recruits to Class III, there should 
be a sound task-oriented basic training, both 
theoretical arid practical, while for others 
there should be refresher training geared 
to the duties and responsibilities which will 
devolve on them for a few succeeding years. 
Since the element of direct recruits is not 
likely to be predominant, most of the Class 
II posts will be held by persons who have 
risen from Class III. The need for proper 
training at the Class III level cannot, there¬ 
fore, be over-emphasised. 

30. We have already proposed that the Re¬ 
gional Training Institutes should be placed 
under the administrative control of the 
Zonal Commissioners. These institutes 
would cater largely to Class II personnel. 
Such Class I officers as have not undergone 
the formal training given to direct recruits 
and who cannot be trained in the Central 
Training School might also be given 
courses at the Regional Institutes. In addi¬ 
tion, refresher training to various categories 
of gazetted officers can be imparted in these 
Institutes. 

31. As regards the training of probationers 
belonging to the Indian Customs and Fxise 
Service, we have no special observations to 
make. The period of two years provided 
for (1) their training at the Lai Bahadur Shastri 
Academy of Administration, Mussoorie, (2) the 
departmental Central Training School, Delhi, 
and (3) on-the-job training which they get in 
the Collectorates, should suffice to start them 
well-equipped for the commencement of their 
careers. 


32. Apart from the basic and refresher train¬ 
ing imparted by the departmental institutions, 
maximum use should be made of the facilities 
provided by the Lai Bahadur Shastri Academy, 
the various Management Institutes, the Indian 
Institute of public Administration and the 
Administrative Staff College, so that suffi¬ 
cient care is taken not only of the aspects of 
executive development but of the acquisition 
by the Department of the latest techniques 
of public. 


33. Several organisational difficulties have 
been mentioned as coming in the way of the 
proper functioning of the departmental Train¬ 
ing Institutes. It is our firm view that 
any investment in training facilites is bound to 


pay rich dividends not only by way of larger re¬ 
venue but of increased goodwill and tax payer 
catisfaction. It is therefore unwise to stint on 
training facilities. Adequate accommodation 
should be provided not only for lecture rooms 
and libraries, but also for the lodging of the 
trainees. Proper facilities for their board¬ 
ing and recreation and the payment of suffi¬ 
cient allowances are also necessary, so that 
trainees may look forward to this phase of 
their career and not regard training as a 
~ financial penalty and administrative imposi¬ 
tion. We would also support the need for pro¬ 
vision of adequate training reserves at all 
levels, so that Collectors can plan their per¬ 
sonnel needs in advance and officers can be 
spared when their turn comes for being de¬ 
puted for training. 

34. Since the Department has its staff spread 
throughout the country, its policy in the 
matter of transfer of officers from one station 
to another is a very important aspect of per¬ 
sonnel management. In Chapter 5, men¬ 
tion has been made of the grievances of the 
services in regard to the frequency of trans¬ 
fers and the attendant difficulties caused to 
the officers. 


33. In a revenue department, the necessity 
of transferring field officers at periodical in¬ 
tervals needs no elaboration. At the same 
time, present day difficulties in securing re¬ 
sidential accommodation and admission to 
schools and colleges, as also the financial 
burden on the staff, are factors which must be 
taken into account. A general observation we 
would make in this regard is that transfer 
allowances should be adequate to cover the 
expenses involved. We arc constrained to 
say this because frequently they are not. Rou¬ 
tine transfers from one station to another in 
the case of officers below the Class I level, 
specially after they reach middle age, should 
be governed by human considerations no less 
than by well-deliberated principles. 

3G. At the Class I level, all-India transfers 
are inevitable, particularly above the level of 
Assistant Collector. As regards Assistant 
Collectors and Superintendents, we feel that 
five years in one Collectorate (except where a 
transfer is warranted for compelling administra¬ 
tive reasons) would be a suitable working rule. 

37. As regards promotee Class II officers, 
normally it should be the endeavour not to 
transfer them outside a Collectorate. In any 
case, they should not be transferred outside the 
zone or linguistic region. Direct recruits to 
Class II may, however, need to be transferred 
to various Collectorates in a zone to expose 
them to as wide a range of Excise duties as 
possible. For Class III officers, transfers 
should be restricted to the Collectorate. 
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38. Performance appraisal is an important 
aspect of personnel management in identify¬ 
ing training needs, arranging proper placement 
and selecting persons for advancement. With the 
diffused responsibility under SRP it is diffi¬ 
cult to visualise proper evaluation of the per¬ 
formance of various officers. We hope that 
the reforms and reorganisation we have re- 
comended will help to make performance 
appraisal more meaningful in that they are 
designed to concretise the job and pinpoint 
the responsibility. We would also suggest 
a review of the present system of Annual 
Confidential Reports to bring it in line with 
modern methods of performance appraisal. 

39. Motivation is perhaps the most impor 
tant and yet the most elusive of all factors 
in getting the best out of the human resources 
of an organisation. We hope that some- 
improvement in this regard will result from 
the suggested removal of such inhibiting con¬ 
ditions as lack of a due share of trust and res¬ 
ponsibility, inadequacy of training and want of 
reasonable avenues for career advancement. No 
less important are welfare measures for the phy¬ 
sical and mental well-being of the stall'. The 
Third Pay Commision has dealt with this sub¬ 
ject at some length and we confine ourselves 
to certain matters of concern to the personnel 
of the Excise Department. 

40. In another context we have dealt with 
problems relating to accommodation. We 
consider that a great deal more needs to be 
done than at present, and for a much laign 
complement of staff, by way of providing 
residential accommodation. During the 
course of their duties, Central Excise officers 
have to undertake extensive touring and are 
subject to frequent transfers. A number ol 
industries and commodities with which the 
Department is concerned are often located at 
remote places where living conditions arc- 
difficult. The inadequacy of accommoda¬ 
tion, coupled with ever increasing rents in 
towns and cities, places a heavy strain on 
the staff which cannot but adversely affect 
their morale and capacity to work. Imme¬ 
diately, and perhaps on an emergency basis, 
it is necessary for the Department to start its 
own programme for construction of buildings 
at places where the problem is acute. In cer¬ 
tain places, it may be advantageous to pro¬ 
vide residential accommodation for the head 
of the office in the same building as the office. 
At each Divisional and Collectorate office pro¬ 
vision should be made for accommodating- 
visiting officers and those arriving on trans¬ 
fer. What is needed is a comprehensive 
scheme with the next two decades in pers¬ 
pective. As a transitional measure, there 
need be no objection to the Department hiring 
private accommodation, eveu from licensees, 
and allotting it to the officers on recovery of 
appropriate rent. This, as we have earlier 


pointed out, is even more necessary in out¬ 
lying places like tea estates or remote indus¬ 
trial units where the presence of Central Ex¬ 
cise Officers is necessary and private accommo¬ 
dation is scarce or non existent. In such 
cases, the management should be required to 
provide suitable residential accommodation on 
payment of rent by the Department subject 
to its recovery front the officers. 


'll. The office premises should be located 
centrally in clean surroundings, should provide 
adequate space and be suitably furnished. 
They should provide for normal facilities like 
canteens, tiffin rooms and recreation rooms. 
The provision of vehicles, telephones and 
other necessary equipment should be carefully 
planned and supplies promptly made. 


-12. Emphasis needs to be placed on the pro¬ 
motion of social, cultural and recreational acti¬ 
vities for officers and their families. Suit¬ 
able arrangements should be made for 
games and sports since such arrangements as 
exist tend at present to be confined to the Col¬ 
let (orate headquarters. The grants now pro¬ 
vided arc inadequate. 'They should be substan¬ 
tially increased. Wc endorse the proposal of the 
Customs Study 1 earn that there should be creat¬ 
ed a Welfare Fund for the Department. In 
addition, the Collectors should be provided 
with a small discretionary fund for the grant 
of relief to employees who suffer illness or in¬ 
jury in the course of discharge of their duties 
or are otherwise seriously afflicted. 


43. At present there are very few wholetime 
Welfare Officers in the Department. There 
should be more such officers. Properly trained 
and qualified personnel, whether from within 
the Department or from outside, should be ap 
pointed as Welfare Officers. Adequate 
measure should also be taken to improve 
staff relations and make the fullest use 
of the machinery for joint consultation. It 
is to be hoped that with the appointment 
of Zonal Commissioners on the one hand and 
Member (Personnel) on the other all matters 
concerning the working conditions and wel¬ 
fare of the staff will receive much greater at¬ 
tention than hitherto. 


44. Service Associations have represented that 
many Departmental Promotion Committees 
do not meet regularly and that in consequence 
vacancies in different grades of service re¬ 
main unfilled for long periods. The sub¬ 
joined table shows the number of vacan¬ 
cies. in some of the grades in various Collec- 
torates as on 1-7-1973. 
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Collectorate 


Inspector 

LDC 

Steno (Ordinary 
grade) 

Sepoy 

Ahmedabad 


34 

20 

11 

120 

Allahabad 


18 

41 

2 

15 

Baroda .... 


59 

9 

5 

150 

Bombay .... 


44 

97 

18 

96 

Bangalore. 


10 

40 

4 

79 

Chandigarh 


38 

12 

14 

135 

Cochin .... 



7 

1 

18 

Calcutta & Orissa 


89 

15 

11 

110 

Delhi .... 


35 

l) 


70 

Guntur .... 


33 

17 

4 

59 

Hyderabad 


21 

9 

1 

33 

Goa 


2 

. . 



Kanpur .... 


32 

32 


38 

Nagpur .... 


4 

40 

9 

4 

Poona .... 


28 

5 

3 

72 

Patna .... 


24 

57 

30 

106 

Madras .... 


24 

5 


117 

West Bengal 


39 

8 

6 

120 

Shillong .... 


34 

8 

8 


Madurai .... 


15 


5 

98 

Total 


583 

375 

132 

1440 

Vacancies as a proportion of the 
total strength of the grade 

5.1 

15.0 

22.2 

14.0, 


45. While there may be adequate justifica- nistrative authority concerned and filled with- 

tiori for not filling up some of the posts, we con- our delay. We understand that lately the 

sidcr that the Department ought to have a process of holding Departmental Promotion 

machinery which ensures that all vacancies Committees has been greatly speeded up. We 

are promptly brought to the notice of the admi- welcome this development. 
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CHAPTER 17 


PUBLIC RELATIONS AND MACHINERY OF COMMUNICATION 


Public relations include all activity connect¬ 
ed with improving the relationship of an or¬ 
ganisation with the public. Central Excise 
duties cover a large segment of industrial pro¬ 
duction constantly expanding in size and a large 
body of tax payers year by year increasing in 
number. This makes it all the more necessary 
that the Excise Department should establish an 
adequate machinery of communication between 
the department and the tax-payer as part of 
a proper system of public relations. The need 
is further accentuated by the growing comple¬ 
xity of the tariff and the increasing sophisti¬ 
cation of the techniques of production and 
accounting. 

2. While it may be generally correct to say 
that ignorance of law is no excuse, the axiom 
cannot be applied without qualification to the 
field of taxation. This is particularly so 
in respect of indirect taxation where, in effect, 
the assessee collects the tax on behalf of the 
Government. He has a right to know how 
much he has to pay and what else he has to 
do: in other words, what his liabilities and 
responsibilities are. It has been one of the per¬ 
sistant complaints of the industry—and we have 
referred to this in several places in the Re¬ 
port—that rapport between the assessee and the 
Department is, with some exceptions, cons¬ 
picuously lacking. Some of the recommenda¬ 
tions we have made in regard to Procedure and 
Organisation are designed to ensure a closer 
relationship between the tax collector and the 
tax payer. 

3. A proper scheme of public relations should 
include tax payer assistance programmes. Pre¬ 
sently such assistance seems to be confined 
to the issue by the Collectors of trade 
notices based on clarifications emanating from 
the Central Board. We have al¬ 
ready referred to the complaint that trade 
notices are received after considerable delay: 
and since they arc sent only to recognised 
associations and federations, a fairly large sec¬ 
tor of producers who are not members of such 
bodies have no access to them. Some time ago, 
the Directorate of Inspection had brought out 
a small number of handouts or brochures 
in English setting out the salient features of 
certain procedures, but these were not ade¬ 
quately publicised and the effort does not 
seem to have been kept up. The Regional 
Advisory Committees and the Central Ad¬ 
visory Council provide a good forum for ex¬ 
change of views between the industry and the 
Department, but their usefulness is limited. 

4. Public relations should begin with the 
Range. Being the very first level at which the 
assessee comes in contact with the Depart¬ 
ment—and therefore the most important 


from many points of view —every effort should 
be made to ensure that all the information 
needed by him is available in the Range itself. 
It should not normally be necessary for him 
to go to another office to seek clarification 
about his obligations under the law. More 
often than not, the image of the Range is the 
image of the Department. It is therefore of the 
utmost importance that the personnel of the 
Range should be trained to be courteous and 
equipped to be knowledgeable. It is equally 
necessary that the Range office should have 
adequate stocks of forms to be filled, latest 
editions of tariff, manuals and supplements 
and uptodate versions of notifications and 
instructions. Copies of such publications as 
are available for sale should also be sup¬ 
plied to each Range according to its anticipated 
requirements, together with an adequate num¬ 
ber of trade notices and such instructions as 
can be distributed among the assesstes. The 
Department should impress upon the staff the 
paramount need of maintaining good public 
relations in the widest sense. In more con 
crete terms, there should at least be facilities 
for seating the visitors and arrangements for 
attending tc them without inordinate de¬ 
lays. We regret to have to comment that 
in neither of these respects is the average 
Range office of today a model as to how a 
public office ought to be equipped and con¬ 
ducted. It is wrong economy to economise 
in the courtesies which the public rightly re 
gard as their due. 

5. In the Divisional and Collectorate offices, 
including the offices of the Appellate Collectors, 
Public Relations officers of a suitable status 
should be available to receive visitors and 
give them necesary guidance on their prob¬ 
lems. Each such office should have a neatly 
furnished room where visitors can wait pend¬ 
ing the completion of their business. It 
would be all the better if the visitors’ room 
contained reading material including attrac¬ 
tive literature on the activities of the Depart¬ 
ment. 

6. Senior Officers of the Department should 
set apart some time for interviews. Requests 
for consultation should be readily agreed to. 
If necessary, appointments may be fixed in 
advance through the Public Relations Offi¬ 
cer. The Officers should endeavour to deal 
with the visitors in a spirit of understanding. 
The matters raised should be decided as far 
as possible on the spot. Where this is not 
possible, they should be looked into and decid¬ 
ed expeditiously. Officers should Ire encou¬ 
raged to take decisions at their level and 
eschew the tendency to make references to 
higher officers. 
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7. In the matter of printing and publication 
of departmental books and other literature, 
whether for sale or departmental use, the 
existing machinery needs to be streamlined 
and strengthened. In the course of our visits 
to field formations and factories it was repeated¬ 
ly brought to our notice that even such vital 
publications as the Central Excise Manual, 
Tariff and the SRP Handbook were not being 
brought out and supplied in time. We under¬ 
stand that this work is presently divided bet¬ 
ween the Directorate of Inspection, Customs 
and Central Excise, and the Statistics and 
Intelligence Branch and that, frequently, con¬ 
siderations of economy are responsible for 
inadequacies of the present arrangements. We 
consider that the entire work of compilation 
and publication should be centralised in one 
organisation, preferably the Statistics and 
Intelligence Directorate, which should simul¬ 
taneously undertake the responsibility of dis¬ 
tribution. 


3. It is true that tax payer assistance pro¬ 
grammes do not play the same role in the Cen¬ 
tral Excise Department as they do, for ex- 
ample, in the Income Tax Department. In 
Excise, where assessees come in contact with 
the Department on relatively frequent occa 
sions, much of the education or assistance, 
needed is provided by these contacts. Even so, 
it is desirable that suitable programmes should 
be drawn up from time to time to provide in¬ 
formation about the activities of the Depart¬ 
ment both to assessees and to the general pub¬ 
lic. There are many obvious channels of 
communication for this purpose including the 
newspaper, the magazine and the trade jour¬ 
nal, the radio, the T.V. and the documentary 
film. Press conferences to resolve doubts— 
these keep recurring at least at every budget— 
and are by no means confined to policy—- 
could not only be held at different levels but 
be made the occasion for informative publi¬ 
city about the Department. Excise duties, 
as we have repeatedly pointed out, are the 
largest single source of revenue in India and 
yet very little is known about the activities 
of the Department. 

9. In so far the Customs and Central Ex¬ 
cise Advisory Council is concerned, we are of 
the view that it serves a useful purpose. We, 
however, find that even though the Council 
is supposed to meet bi-annually, in actual prac 
tice it meets only once a year, with the re¬ 
sult that the agenda becomes unduly heavy 
and has to be rushed through within the allot¬ 
ted space of two days. We are informed that 
the agenda is usually accompanied by either 
a statement indicating the official point of 
view or set answers on the various items pro¬ 
posed to be discussed. The practice of putt¬ 
ing forward prepared answers has been cri¬ 
ticised in certain quarters, though the contrary 
view has also been expressed that it would 


facilitate discussion if the Council knew in 
advance the official reaction to the points 
raised. Another aspect to which our atten¬ 
tion has been drawn is that, being a combin¬ 
ed Council for both Customs and Excise, the 
Council cannot do full justice to the problems 
raised. The number and complexity of these 
problems, it is stated, are constantly increasing 
as a result of the country’s rapid industrial 
expansion. 

10. We consider that there should be a 
separate Advisory Council for Excise of which 
the membership should be more broadbased 
including greater representation for the 
medium and small scale sectors of the indus¬ 
try. If necessary, this Council should func¬ 
tion through subcommittees constituted for 
major industries or allied groups of indus¬ 
tries. The conclusions arrived at by such 
sub committees should be discussed in the gene¬ 
ral body meeting. We also recommend that 
the Council should m'eet bi-annually, or even 
oftener if necessary, and that Zonal Com¬ 
missioners should participate in the delibera¬ 
tions of the Council. 


11. We have referred to th'e constitution and 
functioning of the Regional Advisory Com¬ 
mittees. The consensus of opinion so far as 
these Committees are concerned is that they 
need to be reorganised to enable them to 
play a more purposeful role in the working 
relationship between the assessees and the 
Department. Having regard to the sugges¬ 
tions made in this behalf and in the context 
of our recommendations regarding the crea¬ 
tion of Zonal Commissioners, we conside that 
it would be more appropriate to constitute 
Committees at the Zonal level and to call them 
Zonal Advisory Councils. The member¬ 
ship of these Councils should cover all im¬ 
portant industries concerned with Excise with¬ 
in the zone. They should function within the 
zone in exactly the same way as does the All 
India Central Advisory Council within its wider 
jurisdiction. The Collectors in the zone should 
participate fully in the deliberations. 

12. In view of the fact that there would be an 
all-India Advisory Council and Zonal Councils, 
meeting at least twice a year, we do not think 
it should be necessary to retain formally the 
Regional Committees currently constituted 
and functioning in the Collectorates. This 
of course by no means implies any diminution 
in the contact between the Collector and the 
industry. Collectors and other officers would 
continue to meet the industry periodically at 
different centres in their jurisdiction and in 
forums such as Chambers of Commerce and 
associations of trade and industry. There 
could also of course be special meetings for 
discussing the problems of particular sec¬ 
tions of the industry. 



CHAPTER 18 


CONTROL LABORATORIES 


Though created originally for Customs work. 
Control Laboratories are performing an im¬ 
portant function in the matter of classifica¬ 
tion of goods for purposes of duty under the 
Central Excise Law. We observe from the 
Table given in Chapter 3 that excise sam 
pies analysed by Control Laboratories (other 
than Ghazipur and Neemuch which cater ex 
clusively to the requirements of the Narcotics 
Department) during 1970-71, 1971-72 and 1972- 
73 were 48%, 51% and 51% respectively of 
the total samples tested. We are also told 
that in several cases it is found that declara¬ 
tions furnished by the producers are wrong 
and goods produced by them are found on tests 
carried out by the Chemical Examiners to be 
liable to higher rates of duty. Of the 9552 
samples tested in Delhi, in 1972-73, this was 
true of 271 samples. 

2. Apart from testing samples, the control 
laboratories and the chemical staff perform se¬ 
veral other functions. They are Chemical 
Examiners for the purpose of the Explosives 
Act, Petroleum Act and Section 510 of the Cri¬ 
minal Procedure Code and are occasionally 
called upon to undertake analysis of State Ex¬ 
cise Samples. The Chief Chemist has many 
duties. In addition to exercising technical 
control over the Regional Laboratories and ten¬ 
dering advice to the Board, and the Joint Secre¬ 
taries dealing with revision applications, he 
is a Member of the Standing Committee form 
ed under the provisions of the Medicinal and 
Toilet preparations (Excise Duties) Act 
and Rules and acts as Adviser to the Ministry 
of Education in the matter of the issue of duty 
exemption certificates to educational institu¬ 
tions importing chemical apparatus and other 
equipment for educational purposes. As head 
of the department, he exercises several adminis¬ 
trative functions. 

3. We have referred to some of the observa¬ 
tions made on the role and functioning of 
Control Laboratories. Broadly, the criticism 
made centres’ round dalays to which analysis 
of samples is said to be subject and the accuracy 
of the results of tests carried out by the labo¬ 
ratories. It has also been complained that 
control laboratories are unable to undertake 
several types of tests for which samples have 
to be sent to other government or semi-govern 
ment institutions. It has accordingly been 
suggested that their functioning should be 
enlarged so as to make them compact and self- 
contained units, fully equipped to carry out 
all the tests required in terms of the Tariff. 
Another suggestion made is that since, for 
the purposes of analytical tests, requirements 
of Excise and Customs are different, the present 


composite laboratories should be split into 
laboratories dealing exclusively with Ex¬ 
cise or Customs. 

4. On the subject of delays we are informed 
by the Chief Chemist that generally about 
85% to 95% of the samples are tested and re¬ 
ported within a month of their receipt in 
the laboratories, and that it is only about 4% 
ol the samples which take more than two 
months before their reports are despatched 
to the authorities concerned. The principal 
reasons for delay are said to be leakage of 
samples during transit due to breakage of 
glass bottles or otherwise, and non-fulfilment 
of the procedural formalities laid down, such 
as those relating to the filling up of the test 
memos, quantity of samples required to be 
sent, and the composition of the product which 
is under test. In Customs Laboratories which 
also undertake excise work, customs samples 
get priority because clearance of imported 
goods and shipment of export cargo are held 
up for want of test reports. This leads to 
some delays in disposing of excise samples. 
We were informed that in the control labo¬ 
ratory at Bombay, as many as three thousand 
excise samples were pending at the end of 
1972-73. 

5. While some of the causes for delay are 
susceptible of being rectified by issue of 
administrative instructions, we feel there are 
other deficiencies which need to be looked 
into. As already stated, control laboratories 
were created originally for Customs work. In 
addition, some of them have taken up work re¬ 
lating to excise samples and assumed techni¬ 
cal control on factories producing certain ex¬ 
cisable goods. This has tended to make them 
rather unwieldly. The laboratory in Bom¬ 
bay is a case in point. It is currently handl¬ 
ing some sixty to seventy thousand samples 
of which more than a third relate to Central 
Excise. It continues to be located in the Cus¬ 
tom House where, for want of space, it finds 
itself too cramped to function effectively. In 
our view, this laboratory should be split up 
into two units, one dealing with customs and 
the other with excise. The excise labora¬ 
tory can be located elsewhere. The work 
load in each of the two laboratories would 
still be quite heavy; in fact, on present statis¬ 
tics it would be heavier than the work load 
in any other laboratory dealing with excise 
and/or customs samples. 

6. We do not think there is a case for splitt¬ 
ing up other laboratories. We are not impress¬ 
ed with the argument that, as a rule, there 
should be separate laboratories for Excise 
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and Customs. The basic requirements of the 
two Wings are not materially different and as 
long as the total quantum of work involved 
can be managed by an existing laboratory, 
there is considerable advantage in retaining 
its composite character particularly when seve¬ 
ral customs samples have to be tested from 
the point of view of the excise tariff 
for the purpose of the levy of countervailing 
duties. 

7. We have given some thought to the sugges¬ 
tion that the functioning of control laborato¬ 
ries should be enlarged so as to make them 
self-sufficient in the matter of equipment and 
personnel needed for carrying out all the tests 
required in terms of the Tariff. In our view 
this is neither feasible nor necessary. A 
vast majority of the tests required to be car¬ 
ried out are essentially chemical in character, 
while for others (of which the number is re¬ 
portedly not more than 2%) the control labo¬ 
ratories have established the necessary liaison 
with government and semi-government insti 
tutions which readily carry out the tests required 
or place the facilities needed at the disposal 
of the chemical staff. In several cases it 
would be not only uneconomical but involve 
avoidable expenditure to equip the control 
laboratories with the paraphernalia for other 
tests. By way of illustration the Chief Che¬ 
mist brought to our notice that the equipment 
needed for testing samples of polyester would 
cost several lakhs of rupees in foreign exchange, 
whereas the number of samples required to 
be tested in a whole year may be just two 
or three. For all such tests it is only right 
and proper that resort should be had to other 
reputable institutions which specialise in their 
respective fields. 

8. We are advised that control laboratories 
lack the latest scientific equipment and do 
not employ modern instrumental methods of 
analysis. The application of modern tech¬ 
niques can help curtail the time involved in 


tests carried out through conventional methods, 
improve the accuracy of results and step up 
the overall efficiency of analytical work. We 
recommend that steps should be taken ur¬ 
gently to meet these deficiencies and stream¬ 
line the working of control laboratories. For 
this purpose, the staff should be imparted the 
necessary training in National or Government 
Industrial Testing Laboratories. 

9. It has also been urged before us that, 
having regard to the increasing volume of 
work connected with the testing of samples, 
as also the other multifarious functions which 
they are expected to perform, the Central 
Revenues Control Laboratory and the Regio¬ 
nal Laboratories are very inadequately staffed. 
It is not possible for us to indicate the extent 
to which the existing personnel of the Con¬ 
trol Laboratories needs to be augmented. We 
however believe the matter needs urgent atten¬ 
tion and recommend that steps be taken after 
appropriate, and if necessary expert, examina¬ 
tion. 

10. In so far as the criticism relating to the 
accuracy of tests carried out by the control 
laboratories is concerned, we take note of the 
fact that the number of cases in which retest 
is sought by assessees who feel aggrieved with 
the results of the tests carried out by the re- 
ginal laboratories is not large. In 1972-73, the 
number of such cases was 211, as against a 
total of nearly 60,000 excise samples analysed 
in that year. We do not consider that a 
change in the system is called for, if regard 
is also had to the fact that there is provi¬ 
sion for permitting a retest in a laboratory other 
than the control laboratory. 

11. As earlier recommended, regional labo¬ 
ratories which presently cater to the needs of 
the Central Excise Department or of both 
Customs and Central Excise should be placed 
under the administrative control of the Zonal 
Commissioners. 



CHAPTER 19 


STATISTICS AND INTELLIGENCE BRANCH 


Of late the functions of the Statistics and 
Intelligence Branch have expanded consider¬ 
ably even though it continues to be concerned 
primarily and largely with statistical compila¬ 
tions. Sometime ago it was entrusted with 
the responsibility of collecting information and 
formulating proposals regarding fixation and 
review of tariff values, and very recently the 
establishment of a Central Exchange for As¬ 
sessment Data has also been entrusted to this 
unit. 

2. The strength of the Branch, presently 
made up of some 2:i0 persons in different grades, 
is being augmented in connection with the 
establishment of the Central Exchange. Ex¬ 
cept for Inspectors, who are taken on depu¬ 
tation as Investigators against certain posts and 
are liable to revert to the parent organisa¬ 
tion, the Branch operates as a self contained 
unit with a cadre composition tailored to its 
needs. We consider that the status assigned 
to the Branch of a subordinate office of the 
Board, in charge of a Deputy Collector of 
Central Excise, is hardly communsurate with 
the responsibilities expected of it in terms of 
its present charter. Moreover, as will appear 
below, we have further functions in mind for 
this organisation. We recommend that its 
status should be raised to that of a full fledged 
Directorate which may be called the Directo¬ 
rate of Statistics and Publications. 


3. The so called ‘Intelligence’ functions of 
the Statistics and Intelligence Branch, such as 
study of price fluctuations in the wake of 
the Budget or the tariff changes, in fact amount 
to the collection and interpretation of statis¬ 
tical data. Even in the functions entrusted 
to it in connection with the Central Ex¬ 
change the stress is on collection and tabula¬ 
tion of statistics. Accordingly, we consider 
that the appellation ‘Intelligence’ should be 
dropped from the name of this organisation. 

4. We have proposed in an earlier Chapter 
that the Directorate of Inspection (Customs 
and Central Excise) should be reconstituted 
into a Directorate of Investigation and Intelli¬ 
gence and that its present functions connected 
with publication and maintenance of Manuals 
and Books of Instructions, compilation and 
issue of Quarterly Bulletins and Judgments, 
standardisation of forms and registers and 
other related items should more appropriately 
be assigned to the Statistics and Intelligence 
Branch. In Ibis context we contemplate 
that the work of distribution and publicity 
should also be entrusted to this Branch. For 


the performance of these functions the Branch 
would need to be strengthened with personnel 
of the number and quality needed. Further, 
it will have to establish a close liaison with 
the Central Board as well as with the Zonal 
Commissioners. The new Directorate would 
initiate porposals regarding material to be 
published and distributed both for official and 
non-official purposes and publicity to be under¬ 
taken as a part of Public Relations. Policy 
in this behalf would continue to be formulated 
at the level of the Board, but implementation 
of the policy would be the responsibility of 
the new Directorate. The Branch, as now cons¬ 
tituted, brings out several monthly, quarterly 
and yearly publication We trust that with sui¬ 
table augmentation of the existing resources in¬ 
cluding facilities for printing, the new Direc¬ 
torate would be able to assume the additional 
responsibility envisaged by us. 


5. The delays now involved in the compila¬ 
tion of statistics raise several important ques¬ 
tions concerning the receipt, consolidation 
and submission of periodical returns. At 
present returns received from the producing 
units are consolidated at the Divisional level, 
and the consolidated returns are sent to the 
Statistics and Intelligence Branch for compi 
lation. In view of the fact that the returns 
are routed through the Divisional Offices, 
which are responsible for consolidating them, 
there is some timelag between the submission 
of the returns by the producing units and 
the receipt of consolidated returns by the 
Statistics and Intelligence Branch. This, it 
has been suggested, is the principal cause of 
delay. It has moreover been pointed out that 
the work of complication of consolidated re¬ 
turns is undertaken in the Statistics and Intelli¬ 
gence Branch with the aid of a computer, 
while at the same time the number of returns 
required to be compiled, (which corresponds 
to the number of Divisions) is too small to be 
considered economical from the point of view 
of computer costs. 


6. It has been suggested by the Additional 
Director incharge of the Statistics and Intelli¬ 
gence Branch that the usefulness of his work 
can be greatly enhanced if the work 
of compilation, beginning with certain selected 
commodities, is done from primary docu¬ 
ments and not from returns already com¬ 
piled in the Divisional offices. The Central 
Excise Reorganisation Committee (1963) had 
also taken note of this scheme of compilation 
and observed that it “suffers from a major 
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defect in that the statements are not prepared 
from the primary records of the Ranges but 
from summaries prepared in the Circles”. 

7. The scheme of Central Exchange envisages 
that one copy of the assessed RT 12 returns 
(monthly return of excisable goods manufac¬ 
tured etc.) together with enclosures (presum¬ 
ably gate passes, invoices etc.) will be for¬ 
warded to the headquarters of the Central 
Exchange. It has been suggested • that this 
requirement will achieve the desired expedi¬ 
tion in compilation. Since, however, the 
checking and assessing of monthly returns takes 
a fairly long time, the suggested procedure, 
viz., submission to the Exchange after assess¬ 
ment, is not likely to obviate the delays to 
which compilation is now subject. 


8. The Central Exchange has not yet started 
functioning fully but from the objectives un¬ 
derlying its establishment it appears to us that 
it would be concerned with tabulation of data 
relating to classification, prices, computation of 
production etc. with a view to ensuring uni 
formity and accuracy in assessments. It is 
for this purpose that “assessed RT 12s together 
with enclosures” are required to be forwarded 
direct to the headquarters of the Central Ex¬ 
change. If the intention is that gate passes, 
invoices, etc. should be sent to the Central 
Exchange along with the assessed RT 12s, we 
are somewhat sceptical about the administra¬ 
tive feasibility of tabulation based on these 
documents of which the number issued in a 
year runs into several millions. We consider 


that it would be more appropriate to elabo 
rate the format of the RT 12 itself so as to 
provide such additional information as is sought 
to be gleaned from these documents. 

9. In regard to delays a suggestion made to 
us is that a copy of the RT 12 and other re¬ 
turns which are required to be mechanised 
should be sent immediately on receipt from 
the producing unit to the Directorate of Sta¬ 
tistics (without being sent first to the Divi¬ 
sional office for consolidation and transmission 
thereafter to the Directorate) and compilation 
undertaken on receipt of these returns. We 
see no objection to this and consider that the 
primary returns so received by the Statistics 
and Intelligence Branch may be utilized, after 
compilation, by the Central Exchange. Mis 
takes and errors discovered in the process of 
checking the returns in the Range, which even 
now are communicated to the Branch through 
the succeeding monthly return, can be brought 
to the notice of the Central Exchange, if 
necessary, by the compilation Unit. In our 
view this would facilitate the working of both 
the Compilation Unit and the Central Ex 
change. 

10. We do not favour any arrangement 
which cuts out the Divisional and Colleetorate 
offices from receipt and maintenance of rele¬ 
vant data in respect of their jurisdiction. We 
recommend continuance of the present arrange¬ 
ments whereby copies of basic returns are sub¬ 
mitted to the Divisional office and the Chief 
Accounts Officer and, after consolidation in 
the Divisional office, are submitted to the 
Collector. 











CHAPTER 20 


concluding observations and acknowledgements 


In concluding this second and last part ol 
the Report, we would draw attention to some 
of oui proposals for reorganisation and re¬ 
count briefly the considerations which have 
weighed with us in making these recommen¬ 
dations. 

2. In the course of this enquiry we have had 
to review a variety of problems concerning 
procedure and Organisation. We have been 
struck by one common feature of the difficul¬ 
ties that are encountered by the Department. 
Many of these have their origin in a growing 
disparity between fiscal aims and fiscal im¬ 
plements. I'hc preoccupation of policy with 
raising more taxes and devising more exemp¬ 
tions is wholly understandable. But this has 
not been matched by something equally impor¬ 
tant, namely the corresponding feed-back from 
the filed and the necessary preparation at all 
levels, so as to ensure that only practicable is 
aimed at, and what is aimed at is in fact 
implemented. In a word, tax policy has 
tended to run ahead of tax administration. 
The former is outside the scope of our terms 
of reference. We have tried, however, in the 
suggestions we have made in this Volume, to 
harmonise the administrative structure with 
the broad requirements of tax procedure out¬ 
lined in (he earlier part of the Report. We 
have, further, in our recommendations concern¬ 
ing the Central Board, kept in mind the need 
to bring together and combine within the func¬ 
tions of one Member the three aspects of tax 
policy, tax procedure and tax administration. 

3. Wc have noted with some concern the 
growing gap of communication between the 
tax payer and the tax gatherer. Industry 
is on the whole justified in feeling that there 
is too much centralisation, that decisions 
are unduly delayed, and that even important 
problems fail to receive timely and adequate 
attention at different levels of the adminis¬ 
trative structure. Several of our recommen¬ 
dations for reform are designed to rectify this 
unsatisfactory situation. The proposals con¬ 
cerning the Board, the creation of Zonal com 
missioners and the various directions in which 
it is suggested that field formations should 
be reorganised are evidence of our anxiety 
that a closer relationship should be established 
between different units of the industry and 
different levels of the tax administration. 

4. Our recommendation concerning the es¬ 
tablishment of a Tribunal at the revision 
stage follows from the same reasoning as un¬ 
derlies the institution of Appellate Collectors. 


5. Time and again we have felt that efforts 
towards improving the tax system are serious¬ 
ly impaired by the shortage of qualified staff. 
This deficiency is brought into sharp focus by 
the administrative demands implicit in the 
System of Selective Control recommended in 
Volume I. We have accordingly placed con¬ 
siderable emphasis on training and on the 
formulation of a proper policy concerning 
personnel management in the Department. It 
is needless to add that we attach great impor¬ 
tance to the recommendation that all personnel 
matters such as policies of recruitment, train 
ing, career development and staff welfare should 
be dealt with exclusively by one Member of the 
Board designated as Member (Personnel). 

6. We have dealt with “Evasion” in some 
detail in Volume I. While the recommenda¬ 
tions there set out are designed to counter 
evasion by the ini reduction of a more effec¬ 
tive deployment of trained man-power, corres¬ 
ponding to the revenue significance of diffe¬ 
rent categories of units, we have elaborated 
in this Volume our suggestions for the establish¬ 
ment of an adequate and efficient Preven¬ 
tive and Intelligence Organisation as part of 
the total scheme. 

7. We have elsewhere commented that the 
audit organisation of the Department is struc¬ 
turally inadequate and functionally ineffectve. 
We have accordingly proposed a radical trans¬ 
formation of the existing structure, including 
the constitution of an Internal Audit and Ac¬ 
counts Division in the Department. 

8. We believe that the recommendations 
made by us would lead to better deployment 
of existing resources, bring about a qualita¬ 
tive improvement in working, reduce the area 
of friction between the assessees and the De¬ 
partment. lighten the burden of both, and 
substantially improve the career prospects 
of working personnel in different grades. 
In absolute terms, the cost of collection would 
increase, but as a percentage of the revenue 
yielded by excise duties, the effect of our 
recommendations would at the most be mar¬ 
ginal. 

9. In conclusion we should like to place 
on record our sincere appreciation of the co- 
opration extended to us in our task by various 
organisations and individuals. We have ac¬ 
knowledged the contribution of some of them 
in Volume I and thank them again for continu¬ 
ed assistance. We are grateful to Shri M. R. 
Yardi. former Finance Secretary, and Shri 
H. N. Ray who has succeeded him, for the 
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keen interest they have taken. We arc in¬ 
debted to the Chairman and Members of the 
Central Board of Excise and Customs for- 
making available to us their vast experience 
and knowledge. The Secretariat of the Board 
has throughout been most cooperative and we 
express our gratitude to them. In relation 
to the present Volume on Organisation, a 
great deal of useful work was done for us 
by the Department of Personnel and Adminis¬ 
trative Reforms and by the Directorate of 
Inspection (Customs and Central Excise). We 
express our special thanks to them. We 
are also grateful to the Statistics and Intelli 
gence Branch for providing the Committee with 
the great deal of data asked for from time to 
time. 

10. We acknowledge with thanks the work 
done by Shri N. C. Kandola, Deputy Directot 
of Inspection, during the absence on leave of 
our Secretary. We feel specially indebted to 
Shri A. ). E. D’Souza, Collector of Central Ex¬ 
cise and Customs, who has been with the 
Committee since h'e joined his present post 
on 7th February, 1974. His contribution has 
been valuable and he has been a source ot 
strength to the Committee. We would put 
on record our deep appreciation of the part 
played by the Secretary, Shri Lachman Dev. 
He showed again that he merited the high 
praise wc gave him at an earlier stage. As 
before, he was ably assisted by his colleagues 
in the Committee’s Secretariat, notably Shri 
Lajja Ram and Shri B. Prosad. The Re¬ 
search Officers, Section Officer and personal 
staff whose names we mentioned in the earlier 
Volume continued to do excellent work. We 
would record our sense of appreciation of the 
contribution which they and the other staff 
have made towards the smooth working of 
the Committee. 

11. One of our Members, Dr. K. B. K. Rao, 
proceeded on a foreign assignment in October, 
197.4, after he had signed the first Volume of 
the Report. We have had the benefit of 


knowing his views on some of the aspects dealt 
with in this Volume, though he has not 
directly participated in the formulation of 
the present proposals. We place on record 
our appreciation of the assistance rendered by 
iiim. Or.ce again we are deeply grateful to 
Shri V. Gauri Shankar, Director of Receipt 
Audit Office of the Comptroller & Auditor 
General, who attended our sessions in response 
to our invitation, and assisted in clarifying a 
number of issues in the light of his special 
knowledge and experience. 

12. It only remains to add that we as a Com¬ 
mittee have been deeply conscious of the res¬ 
ponsibility placed on us. We shall regard 
our labours as amply rewarded if, in the dis¬ 
charge of that responsibility, we have succeeded 
some measure in drawing attention to the 
problems which today beset on of the most 
important spheres of the country’s taxation and 
in focussing thought on the measures of re¬ 
form and reorganisation which seem to us 
urgently needed in solution of those problems. 

(Sd.) B. Venkatappiah 
Chairman 

(Sd.) Bhaskar Mitter 
Member 

(Sd.) G. B. Newalkar 
Member 

(Sd.) J. Banerjee 
Member 

(Sd.) Lachman Dev 

(Sd) A. ). E. D'Souza 
Secretaries 
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SUMMARY 


VOLUME I (PROCEDURE) 

1—GENERAL 

Introductory volume: in such cases, quantities eligible for ex- 


In terms of the revenue it brings. Central 
Excise is the largest single tax levied in India. 
On the latest figures available (1973-74 bud¬ 
get), it yields over Rs. 2,700 crores and consti¬ 
tutes nearly 50% of the tax revenue of the 
Union Government. The manner of its lev) 
is, therefore, of considerable importance. The 
The Committee has been entrusted with 
the task of reviewing the relevant proce¬ 
dures with reference to intended objectives 
and actual operation. It has also been asked 
to examine the organisational and administra¬ 
tive set up of Central Excise. (1.1) 

The Tax and Exemptions 

Duties of Excise are levied and collected on 
all excisable goods which are produced or ma¬ 
nufactured in India at the rates set forth in 
the First Schedule to the Central Excises and 
Salt Act, 1944: Excisable goods are defined in 
the Act as “goods specified in the First Schedule 
as being subject to a duty of excise. . .” (5.2) 

The First Schedule presently covers some 123 
commodities. Duty rates differ from item to 
item and where there is sub-division, from sub- 
item to sub-item. A large number of excise 
levies are multi-point in their operation. 

Broadly, duties of excise are either specific 
or ad valorem in character, though there are a 
number of variants: (1) ad valorem-cum-speci- 
fic, (2) specific-cum-ad valorem, or (3) specific 
or ad valorem whichever is higher. In certain 
cases, duties are specific for certain sub-items 
and ad valorem or a mixture of ad valorem 
or specific for others. For the purpose of deter- 
mirung the liability of a product to duty, or 
the appropriate rate of duty applicable to it, 
it has to be classified on the basis of the cri¬ 
teria laid down which, illustratively, include 
such factors as sucrose content related to tem¬ 
perature, flashing point, flame height, viscosity, 
count, average count, denierage, diameter, sec¬ 
tional area, shape, circuit ampereage, voltage, 
horse power, intended use, commercial parl¬ 
ance, etc. etc. For purposes of assessment, value 
in the case of goods subject to ad valorem du¬ 
ties, and such physical factors as weight (in 
some cases sectional weight), volume, thick¬ 
ness, length, area, etc. in the case of specific 
duties have also to be taken into account. In 
certain cases, goods are accounted for or sold 
by the producers on the basis of weight but duty 
fates or concessional duty slabs are based on 


emption or assessment have to be computed on 
the basis of notional conversion formulae. 

The same diversity on a much wider scale is 
discernible in notifications issued by Govern¬ 
ment. (5.7, 5.8) 

In the case of ad valorem duties, the value 
of excisable goods is determined in accordance 
with provisions of law contained in Section 4- 
of the Act. Several difficulties have been ex- 
perienced from time to time in the working of 
the provisions cited. By and large they relate 
to (i) admissibility of deductions on account of 
items siuh as equalised freight and post-manu¬ 
facturing expenses (e.g. on after-sales service) 
which are included in the price charged or 
invoiced, (ii) determination of value in the 
case of excisable components which do not by 
themselves command a price or a market, (iii) 
admissibility of discounts of different kinds 
(iv) determination of value in the case of new 
products which enter the market for the first 
time, and (v) admissibility of prices charged 
by a producer from a sole distributor or dis¬ 
tributors. 

The existing provisions have undergone al¬ 
terations by amending legislation (Act 22 of 
1973). The new provisions come into force on 
a date to be notified by Government. (5.9, 5.10) 

The Act empowers Government to fix tariff 
values for goods chargeable to duty at ad valo¬ 
rem rates. Apart from tariff values, several 
other expedients are employed from time to 
time to get over the difficulties of valuation ex¬ 
perienced in relation to certain commodities 
or in particular situations. These include (i) 
acceptance of prices fixed by Government from 
time to time under different enactments (ii) 
operation on the basis of transacted prices in¬ 
dicated by the assessecs, (iii) acceptance of rate 
contract prices as assessable values, and (iv) 
operation on the basis of the cost of production 
plus a reasonable margin of profit for commo¬ 
dities produced for captive consumption. 

(5.11, 5.14) 

Compounded levy schemes have been evolv¬ 
ed from time to time for a certain number 
of commodities. At present, these schemes ap¬ 
ply to (1) khandsari sugar, (2) cotton yarn pro¬ 
duced by a manufacturer who uses the whole 
or part of such yarn in the manufacture of cot¬ 
ton fabrics in his own factory, (3) electric bat¬ 
tery plates, (4) coarse grain plywood, (5) emb¬ 
roidery, (fi) cotton fabrics processed (with 
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stentering and mercerising machines) without 
the aid of power, and (7) cotton fabrics produced 
on powerlooms. The basic consideration on 
which these schemes are extended to different 
industries would appear to be the prevalence in 
the industry concerned of a large sector of small 
producers whom it would be difficult to control 
under the normal procedure. Duty liability is 
fixed with reference to some identifiable equip- 
ment used by the producer, after taking into 
account the average production of the commo¬ 
dity concerned and other relevant factors. (5.15) 

The Central Government have the power to 
exempt, by notification in the official gazette, 
and subject to such conditions as may be speci¬ 
fied in the notification, any excisable goods 
from the whole or any part of duty leviable 
on such goods. (6.1) 

barring a few exceptions, the exemptions 
notified cover the entire gamut of Central Ex¬ 
cise. There are nearly one thousand live notifi¬ 
cations to day by virtue of which duty reliefs 
are afforded. It appears that some three hund¬ 
red tariff rates have, as a result of the issue of 
notifications of exemption, been multiplied in¬ 
to more than two thousand effective rates. (6.2) 

There is a miscellany of purposes expected to 
be served by individual exemption. Some of 
the objectives are: promotion of exports, in¬ 
crease of production, conservation of resources, 
development of backward areas, convenience 
of administration, support to programmes of 
public health and family planning and, not 
at least, reduction of the cumulative impact of 
multi-point levies. But much more important 
and pervasive than any of these has been the 
objective of encouraging the establishment and 
growth of small scale industries in the country. 
This purpose underlies a wide range of exem¬ 
ptions. In seeking to give effect to it, however, 
so many different parameters and criteria have 
been used as to what is, and what is not, a 
small unit with reference to. particular com¬ 
modities, that a bewildering variety of exemp¬ 
tions has come into being all of which purport 
to help the small sector. (6.3) 

There are several other forms of exemptions 
which do not relate directly to the small scale 
sector. (6.-1) 


Duty exemptions have been assailed on se¬ 
veral grounds. One of the major points made 
is that they lead to fragmentation and pseudo- 
fragmentation. It has also been stated that 
where duty is exempted upto certain levels of 
production or where rates of levy increase with 
higher output, duty exemptions have the effect 
of inhibiting or restricting production. It is 
claimed that fiscal preferences for different sec¬ 
tors within the same industry upset the econo¬ 
mic equilibrium between them. 

The Public Accounts Committee have criti¬ 
cised the executive’s power to exempt. It has 
also criticised exemptions from the administra¬ 
tive angle. Another important point made is 
that exemptions render assessment an unneces¬ 
sarily elaborate and time-consuming process. 

( 6 . 10 ) 

It is generally agreed that schemes of exemp¬ 
tions provide considerable scope for evasion 
and avoidance of Central Excise duties. The 
evasion is facilitated by the withdrawal of phy¬ 
sical controls under SRP. (6.11) 

From 55 commodities, yielding a revenue of 
if*;. 180.31 crores in 1961-62, the excise tariff 
expanded in 1973-74 to 123 commodities ex¬ 
pected to yield a revenue of Rs. 2741.25 crores. 

(7.2) 

Data relating to revenue realised from excis¬ 
able commodities (other than unmanufactured 
tobacco) show that on the basis of sanctioned 
Budget Estimates for 1973-74 the top 23 com¬ 
modities (with'a yield of more than Rs. 20 
notes each) together account for Rs. 2229 crores 
or more than 84% of the total Budget realisa¬ 
tion. With the next 17 items also included, 
the first 40 commodities account for Rs. 2464 
crores or 92.8% of the total, the balance of 
7.11% (or Rs. 188 crores) being the total re¬ 
venue contribution of no fewer than 77 com¬ 
modities. Included in this number are 29 
commodities which account individually 
for less than Rs. one crore and in the aggregate 
for Rs. 12.38 crores. (7.3) 

From 1963-64 to 1970-71, the excise revenue 
increased from Rs. 662.77 crores to Rs. 1675.41 
crores or by Rs. 1012.64 crores. The increase 
was broadly accounted for by the following: 


(Rs. crores ) 


(i) Growth in consumption or/arid increase in prices where duties an- ml valorem . ■ . 477.16 (47.1%) 

fii) Increases in duty rates ............. 477.7.5 (47.2%) 

(iii'l Extension of excise to new items . . . . . . . . . . .'<7.73 ( 5.7%) 


Total 


1012.G4 (100.0%) 
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Classification of factories in terms of revenue 
realised during 1971-72, shuns that— 

(i) the four highest revenue slabs, which 
comprise units yielding a revenue of more 
than Rs. one crore each, include otdy 1.5% 
of the total number of duty paying units 
(excluding powerlooms covered by the spe¬ 
cial procedure). In terms of revenue, how¬ 
ever, they account for nearly 70% of the 
total realisation; 

(ii) factories falling in the lowest revenue 
slabs and yielding a revenue of less than 
Rs. one lakh each account for only Rs. 25.68 
crores or 1.28% of the total revenue. But 
numerically they comprise as many as 18874 
units of more than 78%, of the total number 
of duty paying factories; and 

(iii) the rest of the duty paying units, which 
may be considered as the medium sector 
(with a revenue yield of between Rs.' one 
lakh and one crore), account for 20 to 21%, 
of the total number of units and for the 
about 28 to 29%, of the revenue. (7.5) 

It is noteworthy that the small units, though 
preponderant in number, yield otdy a very 
small fraction of the total revenue. (7.6) 

It is interesting that commodities which are 
more prone to evasion than others are by and 
large the very commodities which have a large 
or preponderant small scale sector. (7.7) 

Effective control of small units has been 
a matter of considerable concern to the Ad¬ 
ministration. The administrative problems 
involved have been rendered even more diffi¬ 
cult by the numerous categories of exemptions 
built into the duty liability of the small sector. 

(7.8) 

Evasion 

The general evidence available points to a 
surprisingly wide range and diversity of eva¬ 
sion. In certain segments of production, it 
may be said to be almost universal. Evasion is 
facilitated in a far reaching manner by two 
sets of circumstances, one relating to the ma¬ 
chinery of implementation and the other to 
the substance of what is supposed to be imple¬ 
mented. Slack, non-existent or dishonest super¬ 
vision undoubtedly facilitates evasion. But un¬ 
necessarily complicated tariff items and unreal¬ 
istically designed exemptions constitute bet¬ 
ween them an even more potent cause of eva¬ 
sion by , providing in-built incentive for mis- 
classifying goods or under-reporting production. 
In several instances the two-fold attempt to 
achieve precision and introduce progression in 
excise levies has frequently had the con¬ 
trary effect of enlarging the area of complexity 
and increasing the scope for evasion. (10.8, 10.9) 
■W—8 DCSI/OE/74 


Evasion results in part from high tax rates. 
Excise tariff has by and large continued to rise 
over the years. Wherever this affects the small 
sector significantly there is significant evasion. 
This is so when a substantial part of the pro¬ 
duction is in the small sector, the market is 
couiDetitive, and the commodity bears a high 
Incidence of excise and other taxes. (10.11) 

More important in this context than the duty 
rates as such are the rates for different catego¬ 
ries and sub-categories of the same tariff item 
or of allied products in different items. These 
in some cases provide for such a steep increase 
in incidence from one category or sub-category 
to another, that only a slight manipulation is 
necessarv to achieve a substantial saving in 
duty liability. (10.12) 

There arc several commodities (illustrations: 
metal containers, safes and strong boxes, roller 
hearings, zip fasteners) which attract conces¬ 
sional rates of duty or exemptions upto one or 
more specified levels of production. Evasion in 
respect of goods pertaining to such exempted 
sectors is traceable to the case with which some 
of the limits prescribed can be observed osten¬ 
sibly, while contravened in fact. (10.14) 

From certain studies attempted by the Com¬ 
mittee’s secretariat to correlate the recorded 
production of some manufacturers in the small 
sector with independent parameters like ma¬ 
chinery installed, capital invested, labour em¬ 
ployed, electricity consumed and raw materials 
used, it was clear that in several instances the 
accounts maintained did not reflect the true 
state of affairs and the production recorded 
was not sustainable on the basis of the para¬ 
meters indicated. If the information furnish¬ 
ed by these units could be accepted at face 
value, it would have to be concluded that 
many of them were not economically viable. 

(10.24) 

Tax procedures and the manner of their ad¬ 
ministration have a vital bearing on evasion; 
the existing procedures lead to ineffective ad¬ 
ministration and make evasion a profitable 
proposition. (10.28) 

Excise tariff structure is still geared to the 
system of physical control. Penal provisions have 
no doubt been made more stringent hut in ac¬ 
tual practice they are hardly ever applied at 
anywhere near their maximum level. They, 
therefore, do not provide the deterrent effect 
intended. If the fear of detection is lessened, 
so is the dread of what the punishment might 
be. (10.29) 

In response to the Committee’s questionnaire 
and in the course of evidence tendered before 
the Committee, several parties have indicated 
what in their view are the principal areas of 
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evasion in relation to the nature of goods pro¬ 
duced and the type of units producing them. 
There-is a surprising amount of unanimity in 
this regard. The commodities of which atten¬ 
tion has been drawn by the largest number of 
witnesses are (I) sugar, (2) tea, (3) paints and 
varnishes, (4) sodium silicate, (5) cosmetics and 
toilet preparations, (6) plastics, (7) paper, (8) 
rayon or artsilk fabrics, (9) glass and glassware, 
(10) chinaware and procelainware, (11) asbestos 
cement products, (12) mosaic tiles, (13) copper 
and copper alloys, (14) internal combustion, en¬ 
gines: (15) electric motors, (16) power driven 
pumps, (17) electric, batteries, (18) electric 
lighting bulbs, (19) wireless receiving sets, (20) 
wires and cables, (21) domestic electrical appli¬ 
ances, (22) matches, (23) steel furniture, (24) me¬ 
tal containers, (25) safes and strong boxes, (26) 
bolts, nuts and screws, (27) rubber products, (28) 
electric fans, (29) plywood and (30) soap. (10.26) 

In respect of commodities which art: signifi¬ 
cantly produced in the small and to some ex¬ 
tent medium sectors of the industry and of 
which exemp*ions are au important feature, 
it would seem likely that SRP had led to more 
evasion. The evasion itself, however, whether 
or not caused by SRP, is very extensive. In 
other commodities and sectors, SRP, has either 
made little difference to evasion or, in relation 
to specific categories of complicated tariff, has 
increased the possibility of evasion through 
mh-classincation. (10.31) 

Several exercises have been attempted to esti¬ 
mate the extent of evasion. The method where¬ 
by evasion is related to the value of goods sei¬ 
zed or duty evaded in relation thereto has not 
much relevance in the present context. So far 
as a comparison between revenue and produc¬ 
tion trends is concerned, there is a basic fallacy 
in this method of estimation, inasmuch as the 
past data regarding revenue collections or pro¬ 
duction and clearances are, in themselves, net of 
evasion. There are several other difficulties 
also in adopting this technique. While institu¬ 
ting a comparison between the statistics of pro¬ 
duction maintained by the Excise Department 


and those recorded in the accounts prescribed 
by other agencies, it was realised that to the 
extent the relevant data regarding production 
was provided, basically by the producing units, 
the same could not be regarded as in fact inde¬ 
pendent. An attempt was made to locate some 
independent indicators from which rates of 
growth could be deduced and then applied to 

f traduction. It was, however, found that apart 
rom the fact that such an analysis could be ap¬ 
plied only on a micro basis and would be re¬ 
levant only for individual units, there were se¬ 
veral other difficulties in pursuing this line of 
approach. In an estimation at the aggregate 
level based on the total availability of raw ma¬ 
terial, it was found that the same material was 
being used in different industries producing 
excisable and non-excisahie goods in varying 
proportions. The technique generally follow¬ 
ed in conducting input—output analysis invol¬ 
ves the taking into account of the effect on pro¬ 
duction of changes in the final demand (made 
up of private and public consumption, invest¬ 
ment, export, and changes in stocks) the whole 
exercise being conducted within a framework 
or general equilibrium. There are, however, 
serious limitations in applying this method to 
the estimation of evasion. (10.41—10.47) 

An analysis based on registered offences shows 
that there are certain commodities like, (1) 
Matches, (2) Steel furniture, (3) Tea, (4) Cop¬ 
per and Copper alloys, (5) P. or 1*. medicines, 
(6) Refrigerating and Air conditioning machi¬ 
nery and appliances, (7) Iron and steel products, 
(8) Sodium silicate, (9) Electric motors, (10) 
Cotton fabrics, which are specially prone to 
evasion. (10.39) 

Evasion is considerable and in certain sec¬ 
tors pervasive. It has not, however, been possi¬ 
ble to quantify the extent of evasion. It is 
not so much a statistically sustainable figure 
that matters as the wide range of evidence which 
points to the prevalence of evasion as a large 
scale phenomenon, and to the diversity and 
causes of its occurrence, (10.48—10.49) 


2—SYSTEM OE SELECTIVE CONTROL 


The large diversity of the tax base, the great 
complexity of the tax system and the wide 
prevalence of tax evasion are the three aspects 
of excise administration which stand out. From 
these follow certain important considerations 
which must be borne in mind in formulating 
new measure, (11.1) 


No single mould of procedure, including 
SRP, would suit alike all types of commodi¬ 
ties or all forms or sizes of industrial units. 
Since the commodities produced (along with 
the units which produce them) fall into Certain 
well defined categories, the tax system has to Ire 


designed to comprise separate procedures of 
selective control tailored to meet the distinc¬ 
tive features of the different categories. (11.2) 

No pattern of control for the small sector 
would he suitable if it entailed disproportionate 
complexity from the point of view of tax com¬ 
pliance or disproportionate tost fiom the point 
of view of tax enforcement. The complexity 
would have to be measured front the small as- 
sessee’s ability to keep books of accounts and 
fulfil other requirements and rite administra¬ 
tive control would have to be- looked at in the 
perspective of the relatively small revenue yiel¬ 
ded by this sector. Roth these comiderations 
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point to a system much simpler than anything 
that might be envisaged for the medium and 
big sectors. Since exemptions complicate more 
than they help, rationalisation of exemptions 
is necessary. More than this, the tariff struc¬ 
ture with its numerous and intricate ramifica¬ 
tions needs to be simplified and streamlined. 
Further, the burden of procedure should be 
simplified wherever that caxr be done without 
risk to revenue. (11-3) 

A SYSTEM OF SELECTIVE CONTROL 
made up of distinct procedures adapted to di- 
llerent needs is recommended. These patterns 
of control should be respectively based on (1) 
accounts, (2) production, and (3) dearnance. 
These may, for facility of reference, be designat¬ 
ed (?) Accounts Eased Control (ABC), Produc¬ 
tion Based Control (CBC). (11,10) 


ABC would be a liberalised version of SRP 
applicable to commodities (i) which are pro¬ 
duced almost entirely in the organised sector, 
(ii) in which the number of producing units is 
not unduly large, (iii) of which the tariff struc¬ 
ture is comparatively simple, and (iv) in which 
the system of maintenance of accounts and of 
auditing of such accounts is sufficiently detailed 
and thorough to justify reliance being placed 
on their correctness and authenticity'. Twenty 
nine commodities (illustrations; mineral oils, 
iron and steel products, cigarettes, fertilizers), 
which account for 60% of the total excise re¬ 
venue estimated for 1973-74 have been identi¬ 
fied for this purpose. 


For the remaining commodities generally, the 
pattern of control advocated is PBC, which 
while not deviating from the essence of SRP, 
incorporates certain modifications with a view 
to bringing about a more efficient operation 
of the tax system. It attempts this through 
closer association between the Excise official 
and the production unit, and better communi¬ 
cation between the Department and the asses¬ 
ses. The commodities covered wholly or partly 
by this pattern are 92 in number. They ac¬ 
count for 38% of the total estimated revenue 
for 1973-74. ' (11.12) 


Some of the commodities covered by PBC 
arc more prone than others to evasion. More¬ 
over, the units pertaining to these commodi¬ 
ties include a sizeable sector of small producers 
whose capacity to maintain records, submit re¬ 
turns or comply with various procedural and 
other requirements is extremely limited. For 
this sector the normal pattern of control would 
be CBC corresponding to the old system of phy¬ 
sical control including supervision over indivi¬ 
dual clearances but it is provided that units 
producing certain specified commodities in the 
small sector, will be defined in terms of an 
annual turnover or value of production which 
does not exceed a pre-determined level of cut¬ 
off point, and such small units will be extended 
the option to operate under a new scheme of 
compounded levy, which renders the tax pro¬ 
cedure simpler and the tax incidence lower than 
would be the case under the present system. 

(11.13) 


3—RECOMMEN RATION S 


Liberalised procedure for selected commodities: 
Accounts Based Control. 

In terms of the data lor 1971-72, the number 
of units covered by Accounts Based Control 
would be 383. (12.2) 

For units covered by the accounts based pat¬ 
tern of control (ABC), a much greater degree 
of reliance by the Department on the accounts 
which the units themselves keep for tlreir own 
purposes is envisaged. This pattern also con¬ 
templates a reduction in the number of inspec¬ 
tions and visits, elimination as far as possible 
of physical checks and substantial simplifica¬ 
tion of existing procedural formalities. (12.3) 

The accounts maintained by producers oper¬ 
ating under ABC should ordinarily be accept¬ 
ed without any modification as satisfying the 
requirements of the Department. If, in any 
particular case, material particulars arc found 
want in# in the accounts so maintained, the la¬ 
cuna may be arranged to be filled and the ac¬ 
counts then accepted. In the ABC pattern 
the invoices or invoicc-cuin-despatch advices 
issued by the producers should Ire accepted as a 


valid excise document in lieu of the gate pass 
if they contain all the information required to 
be incorporated in a gate-pass (12.4) 

Fite facility to pay duly by cheque and to 
make consolidated entries in the accounts 
should be available generally to producers under 
ABC category without any pre-conditions. If 
the facility is abused, it would be open to the 
competent authority to revoke it. The Indian 
Oil Corporation have been allowed to pay 
duty by ‘Letter of Authority’ in lieu of payment 
by dteque, in respect of some of their units 
all over the country. A similar facility should 
be extended to other producers, if asked for, 
subject to such safeguards as may be consider¬ 
ed necessary. (12.5) 

The present restriction that there should be 
no mutilations, overwritings, corrections and 
erasures in the gate pass is of no practical uti¬ 
lity in so far as the category of commodities 
under ABC is concerned. Corrections of the 
kind mentioned should be permitted provided 
the entries concerned are neatly scored out and 
properly attested by a responsible officer of the 
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factory. This relaxation, however, should not 
extend to date, time of despatch and descrip¬ 
tion of goods. Where a gate pass is cancelled, 
there should be no restriction on a correspond¬ 
ing credit entry being made in the account 
current, subject to the Department being in¬ 
formed about the credit entry. (12.6) 

To avoid duplication of functions, Inspec¬ 
tion Groups should he abolished and their 
functions distributed between Assessment Ra¬ 
nges and Audit. There should be a substantial 
reduction in the number of visits for inspec¬ 
tion, audit, drawal of samples, etc. And tailed 
half-yearly audit and a minimum number of 
physical (hecks or checks on production for 
ABC units would be adequate. (12.7) 

Modified procedure for other commodities: 
Production Based Control: 

l'BC would apply to all commodities not 
covered by ABC subject to the reservation that 
this pottern will not apply to small units per¬ 
taining to certain specified commodities. For 
these small units, defined in terms of value of 
production, a simplified pattern of control has 
been recommended. (13.1) 

PBC would embrace 92 commodities. Of 
these, 52 commodities would be eligible for 
PBC only, whereas the remaining forty would 
consist of units which, above a particular turn¬ 
over, would come under PBC, but below that 
would be eligible for Simplified Procedure. 
PBC would comprise a sizeable medium sector, 
covering partnership firms and proprietary con¬ 
cerns. In 1971-72, the relevant commodities ac¬ 
counted for 7335 units. The processes and 
techniques of production followed by them as 
also the range of goods produced show a very 
wide diversity. The tariff structure is complex. 
In regard to this category of commodities and 
units, there is an urgent need to tone up the stan¬ 
dard of maintenance of accounts and of tax 
compliance, generally. It would be of the ut¬ 
most importance in this sector to ensure much 
closer association than at present between the 
operation of the units and the supervision of 
the Department. (13.2) 

What is primarily sought to lie eliminated 
in PBC is the hiatus between the actual opera¬ 
tions of production and the department’s know'- 
ledge of the nature and details those opera¬ 
tions. But it is not necessary to go back to 
old system of physical control with supervision 
over individual clearances and countersigna¬ 
ture of gate passes. (13.3). 

Proper accounting of production is a matter 
of considerable importance. The earlier sys¬ 
tem under which separate RG 1 and EB 4 ac¬ 
counts were required to be maintained in res¬ 
pect of all goods manufactured and all such 
goods deposited in and removed from the 
store-room had several merits. It enabled pro¬ 
duction to be accounted for at a convenient 


stage which in most cases was a stage or two 
prior to the one at witch goods could b ■, or 
were, normally marketed. It also permitted 
a reconciliation between the duty due and duty 
actually collected. (13.7, 13.8) 

In all cases in which it is not possible to 
establish a direct quantitative relationship bet¬ 
ween the raw' material and the finished pro¬ 
duct, such accounting should begin at a ; tage 
prior to the completion of manufacture, when 
the goods reach a near-finished condition in 
which they can be smuggled out with or with¬ 
out minor changes. ( 1 3.8) 

In all those lines of production in which a 
direct and uniform quantitative input-output 
relationship does not exist, there is no point in 
prescribing a raw material account or in at¬ 
tempting a verification of production on that 
basis. (13.7) 

A system of accounting based on batches of 
production would make for considerable simpli¬ 
fication in procedures of classification and as¬ 
sessment. This would also facilitate verifica¬ 
tion of stock and enable correlation with the 
accounts of the producers. The feasibility of 
adopting this system and extending it generally 
to all commodities and sectors of producers 
should be considered. (13.10) 

Production control will include many of 
the checks which were carried out by the juris¬ 
dictional staff, short of physical supervision 
over clearances and countersignature. Among 
the features to be incorporated in this pattern 
of control are: authentication of all gate pass 
documents and accounts maintained by the as- 
sessee, supervision of production at various 
stages, and exercise of checks in respect of (i) 
packing and filling operation, (ii) goods in 
storage, (iii) raw materials used, (iv) receipt of 
duty paid goods, (v) accuracy of weighing ma¬ 
chines, (vi) destruction of excisable goods, and 
(vii) clearance of goods for export. (13.14) 

Codec 

Since the Coffee Board keeps detailed statisti¬ 
cal information and maintains adequate con¬ 
trol on Coffee estates, the actual issue of curing 
licences to the coffee estates may be entrusted 
to the officers of the Coffee Board who 
may be declared as Central Excise Officers 
for this purpose. Similarly the issue of trans¬ 
port certificates can be entrusted to officers of 
the Coffee Board without in any way detracting 
from the responsibility which attaches to the 
curers of coffee under the excise law, for their 
correct accountal. (13.19) 

Having regard to the fac t that the quantities 
ot coffee permitted to be retained for domestic 
consumption are a very small part of the total 
quantity produced (about 1.1%) and re¬ 
venue involved from the point of view of the 
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Excise Department is negligible, the Depart¬ 
ment may consider the feasibility of adopting 
the same personal consumption allowance as is 
prescribed by the Coffee Board. (13.20) 

The control maintained by the Central Ex¬ 
cise Officers on the Coffee Board’s pool ware¬ 
houses can be considerably reduced. The 
stakes of the Coffee Board are heavier than 
that of excise. Therefore, it should not be ne¬ 
cessary for Central Excise Officers to maintain 
the present rigorous control on receipts into 
warehouses. During their routine visits to the 
warehouses, the Inspectors concerned and the 
Range Superintendents should go through the 
warehouse records and condone the losses 
which are within their competence and which 
in their opinion deserve to be condoned. The 
warehouses should be asked to submit state¬ 
ments only in respect of the remaining losses 
which have to he referred to higher officers for 
orders. (13.21) 

Central Excise officers should, however, retain 
full powers to visit the pool warehouses and 
tarry out such checks as they consider neces¬ 
sary. Similarly, preventive control, including 
checking of consignments in transit, should 
continue as at present. (1.3.22) 

Simplified procedure for small units, Com¬ 
pounded Levy Clearance Central. 

The definition of small scale industry adopt¬ 
ed iu 1966, for purposes of industrial polity, 
which covers all industrial units with a capital 
investment of not more than Rs. 7.5 lakhs is 
inappropriate for Central Excise purposes. The 
criteria of installed capacity and number of 
workers employed also present variables which 
can lead to several distortions. For excisable 
commodities which have a relatively large num¬ 
ber of small producers—and in which the com¬ 
position of the industry or the duty structure or 
other relevant considerations do not militate 
against such classification—the duty paying 
units should be classified on the basis of their 
value of production. An appropriate cut-off 
point can be fixed either for all commodities 
or individually for each commodity or group 
of commodities. All producing units below the 
cut-off point should be considered small and 
brought under the system of simplified proce¬ 
dure. On the basis of the statistical data avail¬ 
able, it would be appropriate to adopt a single 
cut-off stage of Rs. 5 lakhs in terms of value of 
production in respect of all the commodities 
identified for the purpose instead of a separate 
cut-off level for each commodity or a group 
of commodities. (14.5) 

The scheme of simplified procedure postul¬ 
ates, among other things, that the duty liability 
of a producer covered by the scheme will be 
related to the average value or quantum of 
duty paid clearances during the three preced¬ 
ing financial years, or the last year, which¬ 


ever is higher. It will be worked out in terms 
of the existing tm iff structure (including duty 
exemptions where admissible and to the extent 
admissible) and also on the basis of the lower 
effective rate of duty notified by Government 
in replacement of the existing schemes of duty 
exemptions applicable to the small sector. The 
lower of the two quanta so worked out would 
be treated as his prospective annual liability 
for the succeeding three years. It is contemp¬ 
lated that ;dl schemes of duty exemption will 
cease to operate after the promulgation of the 
simplified procedure, and the duty liability 
fixed will not he altered unless there is a 
change in the effective duty incidence appli¬ 
cable to the commodity concerned. (14.13, 14.18) 

The case of each unit working under the 
scheme of simplified control would be reviewed 
before commencement of the next three year 
bloc. If, on the basis of its performance for 
the tlnee-year bloc for which a unit has been 
working under the Simplified Procedure, the 
unit is still eligible for continuance under the 
scheme of simplified control, its duty liability 
for the next three-year bloc will be fixed by 
applying to cleranccs the effective rate of 
duty applicable. (14.20) 

Some of the new units are likely to be placed 
ai a disadvantage vis-a-vis the existing units. 
This is because the prospective duty liability of 
the existing units would be determined after 
taking into account the prevailing schemes of 
duty exemptions. Even the low’cr effective rate 
of duty applicable to such units might not serve 
fully to neutralise the effect of the withdrawal 
of exemptions. The intention, however, is that 
the new units should not be placed at a dis¬ 
advantage. The purpose in view would be 
served if new units, producing commodities sub¬ 
ject to various types of exemption, are allow¬ 
ed an adhot duty exemption upto clearances 
of Rs. one lakh (value) for the purpose of their 
duty liability in the first and subsequent years, 
provided such units remained eligible for the 
simplified procedure. (14.26) 

Excisable goods which are totally exempted 
from duty should also lx; covered by the sche¬ 
me of simplified procedure irrespective of the 
value of goods producted or cleared, even 
though the duty liability would continue to be 
nil. Bringing them within the purview of sim¬ 
plified procedure would serve useful statisti¬ 
cal and administrative purposes. (14.30) 

The simplified scheme is expected to provide 
an incentive for growth, reduce the area of 
friction between the Department and the asses- 
sccs, and bring about a diminution of the ad¬ 
ministrative burden. It will be necessary to eli¬ 
minate all procedural formalities for this class 
of producers other than those connected with 
or having a bearing on determination of their 
continued eligibility. This pattern of control 



will also release resources in the form of 
personnel for being utilised to better advantage 
and for more eiiective control on the remain¬ 
ing sectors and units which have a much higher 
revenue potential. (1-1.33, 14.34) 

The working of the Simplified Procedure as a 
whole should be reviewed well before the close 
of the second tlsree-year bloc. Steps for such a 
review should be initiated not later than 5 years 
from the introduction of the Simplified Proce¬ 
dure. (14.31) 


Clearance based Control 

As Simplified Procedure cannot be introduced 
on a compulsory basis, the form of control 
considered appropriate for such units as do not 
opt for Simplified Procedure, is CHC. It is 
after taking into account the likelihood of 
considerable administrative difficulties in plac¬ 
ing under C11C a large number of small units 
with a low revenue potential, that an alterna¬ 
tive in the form of Simplified Procedure has 
been recommended for them in the hope that 
all eligible units would readily opt for it. (14.32) 

The prevalence of evasion in the CPC sector 
constitutes sufficient justification for a form of 
control, which as compared with APC and l‘PC, 
is farthest from the existing pattern of SRP. 
Proadly the CPC pattern would correspond to 
the old physical control, including physical 
supervision of each individual clearance 
and countersignature of the gate pass. As CPC 
units would co-exist with units operating under 
the Simplified Procedure, and in many cases 
may be in the same area, there would be a risk 
of clandestine removal of goods produced by 
the CPC units without compliance with the 
procedural formalities required of them in the 
garb of goods produced by units availing of the 
Simplified Procedure. It would accordingly be 
necessary to provide for surveillance on such 
units. (11.35, 14.36) 


Classification and Valuation 

There is widespread complaint about delays 
in approval of classification lists. These cause 
considerable inconvenience and uncertainty. 
Provisional assessment prolongs the uncertainty 
in respect of tax liability and, depending on 
how this is finally fixed, involves meanwhile 
the possibility of the consumer being overcha¬ 
rged or the producer having to pay out of his 
own pocket. There is need for considerable 
improvement in the present position regard to 
both approval of classification lists and settle¬ 
ment of classification disputes. (15.4) 

The classification list should be required to 
be approved by the proper officer within the 


stipulated period. There is no justification for 
keeping provisional approval of a classifica¬ 
tion list open for an indefinite length of time. 
In certain cases, approval of classification lists 
may be subject to delays in circumstances which 
are beyond the control of the officer concerned. 
The Government can provide for such contin¬ 
gencies by prescribing two or more stipulated 
ptiiods lor two or more sets of circumstances, 
i he stipulated period should ordinarily lie a 
matter of days and in no case more than three 
months. (15.6) 

If the classification Lst is not approved with¬ 
in the period stipulated, the asscssee should be 
tree to assume that the classification indicated by 
him is ipsofacto approved and all clearances 
taken by him on the basis of that classification 
will cease to be treated as provisional. If the 
classification list is approved within the stipu¬ 
lated period, all provisional clearances already 
taken will be finalised on the basis of the ap¬ 
proved list. (15.7, 15.8) 

If an asscssee thooses to dispute the classifi¬ 
cation approved by the proper officer, he may 
he given the option to pay duty either under 
protest on the basis of the classification approv¬ 
er! by the proper olficer or provisionally on the 
basis of classification indicated by him in the 
classification list. If he fails to prefer an appeal 
within the stipulated period, the facility of 
provisional assessment will cease to operate and 
all clearances already taken on the basis of 
provisional assessment will be finalised on the 
basis of the classification approved by the pro¬ 
pel olficer. Likewise, the facility of provisional 
assessment will cease to operate as soon as he 
has filed an appeal. (15.9) 

The prat lice in regard to 1 lie present provi¬ 
sion of law relating to recovery of duties or 
charges short levied is for officers to raise re¬ 
trospective demands for duty even in cases 
where the proper officer has approved the 
classification list and no mis-statement on the 
part of the owner of the goods is revealed. It is, 
however, necessary to make a distinction bet¬ 
ween a ease where the short levy is primarily 
due to some deliberate commission or ommis- 
sion on the part of the asscssee and one in 
which the asscssee is not primarily or directly 
responsible. In the former case the amount 
should he recoverable without time limit of 
the commission or omission which amounts to 
a criminal offence, and where no such offence 
is involved, subject to a time limit prescribed 
by Government. In the latter case, it would 
be untenable to cal! upon the asscssee to bear a 
further duty burden, as a result of detection of 
error, availability of more facts, clarification 
from above or a formal decision by a higher 
authority, in respect of goods he has already 
cleared, on the basis of duty chargeable, accord¬ 
ing to the classification list duly approved by 
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the Department, after examination. The tax 
administration lias a right to change the classi¬ 
fication in accordance with normal procedure, 
but where this results in enhancing an approv¬ 
ed level of duty, it should affect only the future 
clearances of the assessee. The enhancement 
should not apply retrospectively except in the 
circumstances specified above. (15.10) 

The main recommendations made in respect 
of classification would apply to valuation also. 
In particular, unless a short levy results from 
undervaluation of goods directly and primarily 
attributable to the assessee, it should not be 
open to the Department to raise against him a 
retrospective liability for such short levy. 

( 15 . 11 ) 

Tariff and Exemptions 

There has been a continual modification of 
the tariff structure with a view to achieving 
certain objectives. Partly in connection with 
some of these objectives and partly for other 
reason.'!, it to have been considered neces¬ 
sary to introduce recurring degrees of progres¬ 
sion in the tariff. It seems clear that, in this 
process, the maxims of certainty, convenience 
and economy which are essential for sound tax 
administration have been greatly impaired. 

( 16 . 2 ) 

Over the years, the tariff has been extended 
to i large number of commodities with low 
revenue yield. Since these commodities are 
produced largely by the small sector, the new 
levies have posed numerous administrative 
difficulties. In many cases the problems raised 
probably outweigh the revenue. (l(i.3) 

The extension of excise duties to commodi¬ 
ties with a yield of less than Rs. 50 lakhs a year 
Is not a worthwhile proposition. AH existing 
levies with a yield of less than Rs. 50 lakhs 
should be reviewed. (lfi.5) 

Tariff definitions and descriptions have 
tended to become increasingly complex and 
difficult to interpret. This is also true of noti¬ 
fications in which the exemptions are spelt out. 
For a tax like central excise, which coveres so 
wide a range and so many classes of producers, 
the emphasis should be, not on sophisticated 
terminology, but on descriptions and terms 
which reflect the commercial or trade identity 
of the goods produced. (16.6) 

Having regard to the excise tax structure as 
a whole ns well as the need for the revenue 
elasticity of the tax system, ad valorem levies 
should he recognised to he a feature that has 
come to stav. It would be unrealistic to con- 
templatc a reversal of the process. (16.S) 

fvemntmns should be reviewed administra¬ 
tive! v with a view to simplification and rationa¬ 
lisation. No exemptions should be retained 
unless (i) the exemption demonstrably promotes 


a well-defined purpose; (ii) the amount of 
revenue foregone can be justified in relation to 
the purpose; (iii) the exemption is not likely to 
result in significant distortions in tire structure 
of production; and (iv) it can be easily imple¬ 
mented in an administrative sense. (16.9) 

Exemptions related to value of either produc¬ 
tion or clearances should be based not on the 
producer’s perforanmee in the financial year 
which is current but on that of the financial 
year which has preceded. (16,10) 

Several exemptions relating to end use, are of 
doubtful utility and in any case necessitate 
long and protracted post-facto verification. All 
such exemptions should be reviewed and dras¬ 
tically curtailed, unless there are very strong 
reasons to the contrary. (16.11) 

Between small units which produce certain 

commodities like soap, footwear and matches, 
and some of the bigger units in the organised 
sector of the same industries, arrangements are 
sometimes made for the production of the 
small unit to be marketed by the big unit 
under its own name. The duty paid is the 
concessional rate which, by virtue of the rele¬ 
vant exemption, is applicable to the small unit. 
From the point of view of excise duty and 
exemption the position seems to require review. 
The relevant notifications should be amended 
su as to ensure that the exemptions do not 
apply to production marketed under arrange¬ 
ments such as those described above. (16.2) 

Licences and Bonds 

The purpose underlying grant of licences is 
to regulate an activity rather than the scale of 
that activity. Accordingly the existing rates of 
licence fee which are based on such factors as 
nature of goods produced, amount of duty 
liability, stale of production over a period of 
lime, character of operations undertaken etc., 
should be converted into a single uniform rate. 
The rate of licence fee fixed should not be so 
low as to entourage indiscriminate requests for 
licensing or default in renewal. (17.3, 17.4) 

The Central Government is empowered to 
grant exemption from the obligation to take 
out a licence in respect of goods which are 
themselves exempted from duty, either uncondi¬ 
tionally or on certain conditions. Such exemp¬ 
tions have been granted, but the result is un¬ 
satisfactory, because the units in the exempted 
sector are often a convenient means of evading 
duly. Units exempted from licensing control 
should be required to furnish periodically to 
I ho Department a simple declarat ion indicating 
the location of their premises, the excisable 
goods produced by them and such other broad 
particulars as may be appropriate. (17.fi) 

To avoid delays and inconvenience, licence 
granted to all manufacturers covered by the 
scheme of Simplified Procedure should he 
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valid for the full period of three-year bole for 
which liability is fixed in their case, and (ii) for 
the remaining manufacturers also, the facility 
of issue and renewal of a licence for yearly 
periods not exceeding 3 years at a time, should 
be available on request without abatement of 
the total licence fee payable. (17.7) 

The obligation to take out a licence for the 
operations of production or manufacture of 
excisable goods and for the wholesale purchase 
or sale or storage of such goods flows from Sec¬ 
tion 6 of the Central Excises and Salt Act, 
which also provides for punishment for contra¬ 
vention of that Section. In view of this, a 
person operating without a licence cannot be 
dealt with through departmental adjudication 
which is restricted to cases where the Act itself 
docs not provide for specific punishments. The 
law' may be suitably amended so as to enable 
disposal of such cases by departmental adjudi¬ 
cations, (17.8) 

The fee for latte submission of applications 
may be suitably enhanced by way of further 
deterrence. The powers to issue and renew 
licences relating to all manufactured goods 
should vest in the officer in charge of the pri¬ 
mary formation or range in whose jurisdiction 
the producing unit operates. (17.8, 17.9) 

All bonds executed by manufacturers, indust¬ 
rial users, warehouse keepers etc . who are licens¬ 
ed by the Department may be consolidated into 
a single general bond (with surety or security) 
in which the obligations stipulated in the exist¬ 
ing bonds are spelt out generally or specifically. 
The amount of tire bond and the security can 
be fixed by the proper officer on the basis of 
suitable guidelines provided by the Depart¬ 
ment. ' / (17.17) 

The verification of sureties, wherever this is 
relevant, should also follow' the same frequency 
as has been recommended for issue and renewal 
of licences. (17.18) 

Other Procedural Mattel's 

Where an assessee is producing more than 
one excisable commodity, it should be sufficient 
if he maintains a single account current for all 
such commodities, with the particulars entered 
separately under each minor head of account. 
A copy of this account should accompany each 
R.T. 12 return submitted bv the assessee. 

(18.3) 

The situations where the producer of a 
number of excisable goods is controlled by more 
than one field formation and the maintenance 
of a number of accounts becomes inevitable, it 
should be provided that the assessee can, in the 
event of an insufficient balance in one account, 
transfer an appropriate amount from another 
account which has enough balance to permit 


such transfer. This should he coupled with the 
requirement that suitable entries should be 
promptly made in the two accounts and the 
proper officers intimated within a stipulated 
time. (18.3) 

Payment by Cheques 

The work of collection of duty by cheques 
should no longer be confined to the head¬ 
quarters of Collectorates. (18.4) 

As a first step towards decentralisation, the 
cheques should be permitted to be drawn on 
approved banks located at Divisional head¬ 
quarters. (18.4) 

The extension of this facility to different 
divisional headquarters should be synchronis¬ 
ed w ith the provision of suitable stall working 
under the overall supervision of - the Chief 
Accounts Officer stationed at the headquarters 
of the Collector. (18.4) 

Departmental treasuries should be opene d at 
appropriate centres such as some of the State 
headquarters. (18.5) 

So far as the bouncing of cheques is concern¬ 
ed, the remedies available under the ordinary 
law against such assessees may be freely invok¬ 
ed, in addition to deterrent action in the form 
of withdrawal, on a permanent basis or for 
stipulated periods, of the facility to pay duty 
bv cheques. (18.(i) 

Raw - Material Account 

There is relatively significant area of indust¬ 
rial production in which a useful correlation 
can be established between raw material and 
finished goods. It happens, however, that no 
authoritative studies have been carried out so 
far, either for identifying tlie essential raw 
materials concerned or for fixing proper norms 
of consumption or input-output ratios. These 
deficiencies are capable of being rectified by 
induction into the organisation of personnel 
who are technically qualified and by initiating 
detailed and systematic studies for identified 
industries. (18.7) 

It is necessary to build up the necessary 
expertise and to use the existing powers regard¬ 
ing determination of normal production and 
assessments, based on best judgment to greater 
effect in all cases in which short falls are not 
accounted for to the satisfaction of the proper 
officer. (18.8) 

Multi-point Levies—Duty Reliefs 

The multi-point character of excise levies has 
been criticised on the ground of undue cumu¬ 
lative incidence on the final product and the 
resultant effect on prices. Having decided 
which excisable materials or components have 



301 


to lie exempted from duty, and to what extent, 
when they are used in the manufacture of other 
excisable goods. Government should quantify 
the extent of exemption in concrete terms and 
notify that where such finished excisable goods 
are produced out of duty paid components, the 
effective rate of duty for such goods will be 
rebated to that extent. (10.9, 10.16) 

Where duty exemption is related to the raw 
material and the quantity of such material in 
relation to a unit of the finished product differs 
from factory to factory, it will be necessary to 
work out and notify an average quantum of 
duty on the basis of the chemical composition 
of -the final product or with reference to other 
relevant data. (18.16) 

Where duty rates are ad valorem the extent 
of exemption can be worked out on the basis 
of the average price prevailing over a point of 
time for the raw material /component used and 
then expressed as a proportion or percentage of 
the average price of the finished product. 

(18.16) 

“Chapter X procedure” should be confined 
to the purpose intended, namely, remission of 
duty leviable on goods used for special indust¬ 
rial purposes. (18.17) 

Exports 

Where detailed pre-shipment inspection is 
carried out on a compulsory basis as in the 
case of textiles by the Textiles Committee and 
is sufficiently comprehensive it should be passi¬ 
ble for the excise or customs authorities to 
relax the scale or intensity of checks carried 
out by them. (18.20) 

Supervision charges should not be levied 
since examination and sealing are jobs perform¬ 
ed in the interest of Government. (18.21) 

The existing requirements of prior attesta¬ 
tion of export documents may be waived, it 
lacing provided instead that after removal of 
goods, such documents ran be presented to the 
concerned excise authority within a stipulated 
period for attestation and transmission to the 
Customs. (18.22) 

Refunds 

The Department should stipulate a period 
within which a claim for refund must be settl¬ 
ed. It is suggested that the period should be 
three months. The period should count from 
the date on which full information relevant to 
the claim has beei'i furnished by the claimant. 

(18.28) 

For claims relating to rebate of duty in res¬ 
pect of goods exported, the stipulated period 
should count fiom the date of shipment of 
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goods and should be appreciably less than the 
period stipulated in other cases. (18.28) 

If a claim for refund is not settled within the 
stipulated period, and delay in settlement can¬ 
not be attributed to circumstances beyond the 
control of the proper officer, the Department 
should pay interest to the claimant. The 
interest should be for the entirejperiod between 
the expiry of the stipulated period and the 
date of sanction, and at such rate as the Go¬ 
vernment may decide, on the same lines as is 
done under the Income-tax Act, 1961. 

The staff under the Chief Accounts Officer 
should be adequately strengthened so that he 
is able to carry out the statutory post audit of 
refund claims expeditiously. (18.30) 

Duty paid Godowns 

The practice of allowing clearances to duty 
paid godowns located in the factory premises 
or adjoining premises or in dose proximity to 
factory premises should be discouraged to the 
the maximum extent possible. It should be 
clearly stipulated that, for such premises to be 
approved, they should be located at a reason¬ 
able distance from the place of production. 

(18.31) 

Where, for any compelling reasons, duty 
paid godowns have to be approved within two 
kilometres of the producing units or such other 
reasonable distance as may be prescribed, the 
law should provide that the onus of proving 
that excisable goods found in such godowns are 
in fact duty paid shall lie on the assessee. 
' (18.31) 

It would be more appropriate if bonds for 
movement of non-duty paid goods are executed 
only by the consignors. (18.32) 

Conclusion 

In the process of replacing uniformity by 
selectivity, the new system seeks to lessen the 
burden of procedure in sectors where that is 
most possible, and, correspondingly, release 
man-power for re-deployment in areas where it 
is most needed. The lightening of the burden 
on the Department and, even more important¬ 
ly, on the industry is attempted in two entirely 
different contexts in two entirely different ways. 
ABC, which covers as few as 600 units but as 
much as 60% of the total revenue, is governed 
by the liberalised Procedure and entails the 
barest minimum of formalities. CBC—of 
which the alternative of Compounded Levy is 
what is relevant—covers as many as 14000 
units all in the small sector but contributes as 
little as 0.6% of the total estimated revenue. 
Compounded levy will be administered by the 
Simplified Procedure which not only reduces 
documentation and Supervision to a minimum. 
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but also provides three-yearly intervals during 
which the assessment is more or less undisturb¬ 
ed and the administration relatively uninvolv¬ 
ed. There are a number of areas, technical, 
supervisory and preventive, besides the whole 
range of industries coming under PBC to 
which the trained staff released from the ABC 
and CBC groups could be usefully assigned. 
PBC, which covers about 7500 units contribut¬ 
ing 38% of the estimated revenue will be under 
a modified procedure. Selective Control holds 
out possibilities of re-organisation through ra¬ 
tional re-deployment of man-power. (19.2) 


The system recommended is in a sense indi¬ 
visible. This applies not only to the three 
patterns which are its main components and 
which in many ways are interdependent, not 
least in aspects of organisation and administra¬ 
tion. The mutual dependence, and therefore 
the composite character of the principal recom¬ 
mendations, will be apparent in the treatment 
of the subject of exemptions as also of the 


scheme of compounded levy. This inter-rela¬ 
tionship may also be discerned in the concept 
of a lower set of duties for small units produc¬ 
ing certain commodities, such duties occupying 
an intermediate position between the higher or 
normal duties at one end and, in specified 
cases, total exemption from dutv at the other. 

(19.3) 

The particular scheme of Compounded Levy 
put forward as an alternative to CBC is regar¬ 
ded only as a first step towards the develop¬ 
ment of a simple and rational system of excise 
levy for tire small sector. This again is regar¬ 
ded as a transitional step towards further sim¬ 
plification of the relevant tariff items and, 
hopefullv, of the tariff structure as a whole. 

The various steps proposed as part of the 
system of Selective Control are not only desir¬ 
able in themselves but, in the longer perspec¬ 
tive, are such as can lead towards much greater 
rationalisation and simplification of the struc¬ 
ture of excise duty. (19.4) 



VOLUME II (ORGANISATION) 


1—GENERAL 


Introductory 

The first Volume dealt with various aspects 
relevant to Procedure and recommended a 
System of Selective Control. Procedure is, 
however, inter-related to Organisation and 
dependent on it for ahieving the intended ob¬ 
jectives. Organisation for its part implies struc¬ 
ture, inter-connection between various parts of 
the structure and the manner of operation of 
the parts as well as of the structure as a whole, 
fu very general terms the present Volume deals 
with these matters. More specifically it is rent¬ 
able to the third and to some extent the fourth 
of the Committee’s terms of reference. (1.2) 

Administrative set-up 

The organisation responsible for collecting 
excise revenues has not only expanded over the 
years but has had to be attuned to the new pro¬ 
cedures. Until 1938, excise duties were ad¬ 
ministered largely by the Provincial Govern¬ 
ments; and the pattern of control differed from 
province to province. The Central Excise De¬ 
partment came into existence as an appendage 
of the Salt Department in 1938. (1.3, 1.4) 

The Collectoratc, with its Divisions, Circles 
and Ranges, remains the basic administrative 
unit at the field level of the Central Excise De¬ 
partment. With the passage of time, the func¬ 
tions of the Department have greatly widened 
in scope and complctity. With the operation 
of the tax being extended to a progressively 
increasing number of products, the field ad¬ 
ministration and pattern of control underwent 
changes. (1.6) 

The Central Board o* Revenue assumed in 
1938 direct responsibility for levy and collec¬ 
tion of Central Excise duties. In 1963 the 
Board was replaced by two separate Boards, 
one for Direct Taxes and the other for Excise 
and Customs. In the administration of Central 
Excise duties the Central Board of Excise and 
Customs is assisted by several subsidiary or¬ 
ganisations, ‘ (1.8) 

Moving the Central Board of Revenue Bill 
in 1924 for the consideration of the Council 
of State, the Finance Secretary observed:— 

“Clearly, if this direct administration by 
the Central Government is to he possible wc 
want an appropriate machinery, and the 
machinery cannot be the impersonal mach¬ 
inery of the Government of India Secretariat. 
We want the Heads of this Department to be 
in close personal contact with their work and 


with their officers. We want them to be 
touring officers constantly visiting the main 
centres of the country. We want them to 
interview frequently the important Chambers 
ol Commerce and other representatives of the 
tax payer. The efficient administration of a 
revenue department is clearly not solely a 
question of collecting a large amount of re¬ 
venue; it implies that the revenue should be 
collected with minimum of inconvenience to 
the public and also that the public should 
have opportunities of representing and dis¬ 
cussing their grievances”. 

The strength of the Board has varied from 
time to time. It was invested with secretariat 
status in 1949. (2.3) 

In its Forty-Ninth Report (1958-59) the Esti¬ 
mates Committee of Parliament expressed the 
view that in combining in the same body the 
secretariat functions of the Department of Re¬ 
venue and the administrative functions of the 
Central Board of Revenue as the Chief Re¬ 
venue executive, the purpose of the Central 
Board of Revenue Act had been largely de¬ 
feated. (2.4) 

So far as the functioning of the Central 
Board of Excise and Customs is concerned the 
principal point made by the industry is that 
often there are inordinate delays, even in im¬ 
portant matters, in obtaining Boatd’s orders or 
tidings on references made to it by the Collec¬ 
tors. (2.11) 

The dual character of the Board has also 
been commented upon by some witnesses. (2.12) 

It has been represented by several individuals 
and staff associations that there should be a 
separate Board for the Central Excise Depart¬ 
ment. (2.13) 

The Directorate of Inspection (Customs and 
Central Excise) is an Attached Office of the 
Board. It performs several functions related 
both the Excise and Customs. One of its prin¬ 
cipal functions is Inspections of which the main 
object is to make a study of the working of 
the departmental machinery throughout the 
country with a view to formulate proposals for 
improvement of efficiency. The Directorate 
operates through five regional units in addition 
to the headquarters organisation located in 
Delhi. (3.3, 3.4) 

The Central Excise Reorganisation Commit¬ 
tee had expressed the opinion that "the Direc¬ 
torate should concern itself largely with inves¬ 
tigation of major revenue problems and 
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procedures and that it should not repeat the 
routine of inspections of subordinate forma¬ 
tions which should be sole responsibility of the 
field officers. (3.8) 

The present Directorate of Training came 
into existence in 1969. The Central Training 
Institute at Delhi and the three regional insti¬ 
tutes at Calcutta, Madras and Bombay,, were 
established on 1-9-1969, 18-12-1970, 15-2-197! 

and 8-6-1971 respectively. (3.12, 3.13) 

The total number of officers trained at the 
Central Training Institute and the Regional 
Training Institutes since their inception upto 
Sep fern her 1973 was 821. (3.15) 

The difficulties experienced by the Directo¬ 
rate in implementing the present training sche¬ 
mes in expanding the scope of their operations 
are said to be (i) lack of adequate accommoda¬ 
tion for the institutes as well as the hostels; 

(ii) inability of Collectors to spare officers for 
training on account of lack of training reserves, 

(iii) inadequacy of training skill and knowledge 
on the part of officers employed in the Directo¬ 
rate of Training; and (iv) paucity of stall. (3.16) 

It is recognised that the present training faci¬ 
lities are grossly inadequate. Officers are re¬ 
portedly reluctant to go for training because 
training amounts in most cases to maintaining 
a double establishment, which they can ill- 
aflord to do. (3.17) 

The Directorate of Revenue Intelligence was 
established in 1957. Sometime ago its adminis¬ 
tration was transferred to the Department of 
Personnel. (3.18, 3.19) 

The Director of Revenue Intelligence stated 
that while the charter of functions of the Direc¬ 
torate included anti-smuggling work related to 
Central Excise, in actual practice, the Director¬ 
ate has not been able to devote much atten¬ 
tion to this aspect. It appears that in respect 
of Central Excise, there is little or no coordi¬ 
nation of intelligence and investigation at the 
all-India level. (3.20) 

/ 

Ail embryonic tax research unit for Customs 
and Excise came into existence in 1960. It ex¬ 
panded subsequently into a Directorate of Tax 
Research. It performs several functions. (3.22) 

The Statistics and Intelligence Branch func¬ 
tions as a subordinate office of the Central 

Board of Excise and Customs. (3.23) 

Apart from processing and interpreting 

monthly, quarterly and annual returns it also 
undertakes adhoc studies assigned to it by the 
Board. It has been represented that compila¬ 
tion of statistics by the Branch and issue of its 
various publications is subject to long delays. 

(3.24, 3.25) 


The Central Revenues Control Laboratory 
and regional laboratories are essentially Che¬ 
mical laboratories staffed by chemists and che¬ 
mical Examiners. Apart from testing and 
testing of samples the laboratories exercise in¬ 
direct technical control on certain classes of 
manufacturers. (3.31) 

It has been represented that laboratories can- 
ot undeilake many of the physical tests: they 
e ill-equipped even for carrying out some of 
-ie Chemical tests in the sense that they lack 
the latest scientific equipment and literature. 
They are reportedly understaffed. In conse¬ 
quence serious delays occur in analysis. (3.33) 

It has been stated that, in several cases, the 
results cd analysis reported by institutions other 
than control laboratories or results as arrived at 
on retest by the Chief Chemist himself, are 
materially different from the results based on 
first tests. (3.34) 

Regional Advisory Committees came into ex¬ 
istence in 1957. A customs and Central Excise 
Advisory Council was established in 1959. It 
is recognised that they both serve a useful pur¬ 
pose. About the Regional Advisory Committees, 
several interests have urged that their consti¬ 
tution and functioning should he reorganised. 

(3.37) 

In size of jurisdiction, amount of revenue, 
variety of duty paying units and number of 
subordinate field formations, the present Collec- 
toratc charges show very wide divergences. (4.1) 

The machinery of administration is based on 
a (Range’ which is the lowest field formation. 
Over the years the constitution and function¬ 
ing of the Range underwent several changes. 
Although its strength and status increased, it 
suffered a diminution of effective responsibility 
- that is to say—pin-pointed responsibility for 
control over specific units—as well as a denuda¬ 
tion of its original functions. (4.2) 

The present field organisation of the Depart¬ 
ment is based on a pattern which comprises, 
in concentric order, the collectorate and (with¬ 
in it) the Division and the Range, with certain 
ancillary formations like Inspection Groups, 
Preventive Parties and the Internal Audit Or¬ 
ganisation operating from different levels. (4.3) 

The Collector is the chief administrative 
authority of the Collectorate. He exercises the 
powers of a Head of Department and performs 
several other functions. (4.4) 

The Deputy Collector exercises statutory 
powers, in the matter of adjudication and com¬ 
position of offences in addition to performing 
several other functions in the administrative 
and technical spheres. (4.5) 
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The Assistant Collector is responsible for the 
administration and enforcement of Central Ex¬ 
cise, Gold Control and Customs laws in his 
jurisdiction. Under SRP he is the proper officer 
for approval of classification and price lists. 

(4.6) 

The Chief Accounts Officer acts as a finan¬ 
cial adviser to the Collector and performs all 
1 unctions relating to preparation of classified 
revenue accounts and their reconciliation with 
figures booked by the treasuries and the Ac¬ 
countant General. (4.7) 

The internal audit organisation operates 
from the Collect orate level and is headed by an 
Assistant Collector (Audit) who has a number 
of audit parties working under him. Each such 
party consists of auditors drawn both from the 
executive cadre of Inspections and the minis¬ 
terial cadre of Upper Division Clerks. (4.8) 

The Preventive Organisation of the Depart¬ 
ment operates front both the Divisional and 
the Collectorate levels. In Collectoratcs where 
there are a number of Divisions located at the 
Collectorate headcjuartcrs itself, the Divisional 
Preventive Organisation does not function as a 
separate unit. (4.9) 

It has been urged that the administrative 
machinery of the Department has not respond¬ 
ed adequately to the changing needs of the 
situation. It is claimed, for example, that while 
the manufacturing techniques followed bv 
the industry have become increasingly sophisti¬ 
cated, the organisation continues to operate on 
the same outmoded patterns as before. The 
industry also complains that in certain areas 
of vital importance to them, the authority for 
taking decisions has tended to move upwards. 

(4.14) 

The consensus of opinion is that the present 
delimitation of Collectorate charges is hardly 
conducive to efficiency. (4.15) 

Ministerial associations have made the point 
that the internal audit organisation should be; 
manned exclusively by ministerial officers. (4.16) 

The bulk of evidence tendered suggested 
that Divisional charges are also heavy and 
Assistant Collectors have been saddled with too 
many responsibilities. (1.17) 

The constitution, staffing pattern, functions 
and responsibilities of assessment ranges have 
also been criticised. (4.18) 

On the working of Inspection Groups, the 
principal points made are (i) their duties are 
not clearly defined; (ii) some of the functions 
included are more appropriately discharged by 
other formations; and (iii) there is duplication 


between the work performed by Inspection 
Groups cm five one hand and Assessment 
Ranges and Internal Audit parties on the other 

(4.19) 

Departmental Witnesses have laid consider¬ 
able emphasis on (i) proper selection of pre¬ 
ventive staff with adequate incentives provided 
for them in consideration of the hazardous 
nature of duties performed, (ii) collection of 
intelligence, which aspect according to some 
witnesses iias not received adequate attention 
in the Central Excise Department, (iii) libera¬ 
lisation of present rules and instructions relat¬ 
ing ter rewards and expenditure from secret 
service funds, and (iv) provision of adequate 
transpose and other facilities for detection and 
follow up of cases of unlawful removal. (4.20) 

In regard to agency functions, it has been 
generally observed that these functions have 
been performed satisfactorily bv Excise Offi¬ 
cers. (4.21) 

ioimcl 

Originally, Customs and Central Excise con¬ 
stituted two distinct services. In 1959 they 
were merged at the Class I level into a single 
Indian Customs and Central Excise service 
.Several witnesses have contended that there are 
several points of dissimilarity between the two 
services and that the integration itself lacked 
a valid base of justification. The feeling has 
been expressed that, even though the excise 
duties contribute by far the largest revenue to 
th e Central Exchequer, the Department as such 
is but poorly represented in the higher eche¬ 
lons, including the Hoard. (5.2) 

Outside Class 1, the service cadres in the 
Central Excise Department are either minis¬ 
terial or executive. (5.4) 

The principal grievance of the ministerial 
stall is that for purposes of promotion they have 
far too many stages to go through. (5.7) 

The sanctioned strength of posts in the UDC 
grade; is higher than the number of posts sanc¬ 
tioned in the grade of LDCs. Since recruit¬ 
ment to the former is based entirely on promo¬ 
tion from (he grade of LDCs, this has created 
a serious administrative difficulty. (5.8) 

In the Gazetted ministerial cadre, the prin¬ 
cipal grievance relates to the status of the 
Chief Accounts Officer. (5.12) 

It lias been suggested that a Directorate of 
Audit should be created. (5.13) 

It has been urged that the educational 
qualification prescribed for direct recruitment 
lo the grade of Inspector and the mode (of re¬ 
cruitment are both inadequate. (5.17) 
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One obstacle in the way of initiating a pro¬ 
cess of direct recruitment at Class II level ap¬ 
pears to be the stagnation which has been pre¬ 
vailing for several years in the grade of 
Inspectors. The extent of stagnation varies from 
Collectorate to Collcctorate. The Third Pay 
Commission has compared the promotion pros¬ 
pects of Inspectors in the Central Excise De¬ 
partment, Inspectors in Income Tax and Ex¬ 
aminers and Preventive Officers in the Customs 
Department. (5.19—5.22) 

There is complete unanimity on the need for 
better training in order to achieve greater effi¬ 
ciency. 

With the exception of Class 1 posts and of 
Chief Accounts Officers, all appointments and 
promotions in a Collectorate are based on Col- 
lectorate itself. Similarly transfers of stall in 
these grades are confined to areas within the 
Collectorate ext opt when Class II Officers arc 
promoted to Class 1. (5.2b) 

It has been complained that departmental 
promotion committees do not meet at adequate 
intervals. (5.27) 

The services feel greatly concerned about the 
frequency of transfers in the Department and 
about residential accommodation. (5.29) 

Adjudication 

So far as powers of adjudication vested in 
Central Excise Officers other than Collectors 
are concerned, a number of points have been 
made. It has been stated that a distinction 
based on value of goods liable to confiscation is 

2. IMPLICATIONS 

The changes necessitated in the administra¬ 
tive structure are governed fry certain import¬ 
ant considerations. To illustrate: the extensi¬ 
veness of the tax base calls for decentralisa¬ 
tion; the growing complexity of the tax system 
calls for increased specialisation; the prevalence 
of tax evasion at different points tails for effec¬ 
tive control at those points; and the new appro¬ 
ach of selectivity calls for organisational diversi¬ 
fication. The administrative alterations will have 
to be so designed as to fit in not only with 
present needs but future trends, so far as they 
can be projected. (7.1) 

The expenditure incurred on administration 
should not be out of relation to the yield ex¬ 
pected from the units coveted by a particular 
pattern of control. (7.2) 

The tax personnel can best perform their 
duty if responsibilities are clearly defined and 
both service and working conditions are such 
as to promote job satisfaction as well as indivi¬ 
dual contentment and welfare. (7.3) 


hardly appropriate in the context of SRP under 
which illegal removals are detected largely on 
the basis of scrutiny of accounts without invol¬ 
ving physical seizure of goods as such. The 
other point made is that the powers presently 
conferred on Superintendents, Assistant Collec¬ 
tors and Deputy Collectors in the matter of con¬ 
fiscation of goods and imposition of penalties 
are too low and need to be suitably enhanced; 
also that there is no justification for excluding 
jurisdictional Superintendents front the exer¬ 
cise of these powers. ((>.10) 

Several interests have welcomed the institu¬ 
tion of Appellate Collectors. One suggestion 
made is that there should be a separate judicial 
cadre of Appellate Collectors. (6.11) 

It has also been represented that appeals re¬ 
lating to classification and valuation should re¬ 
vert to the Collector, who should be put back 
in the picture in relation to what perhaps is 
the most important aspect of Excise in any Col¬ 
lectorate. (6.12) 

On the subject of revision applications, apart 
from delays, the principal point made is that 
the present arrangements do not inspire the 
requisite degree of confidence in the-'industry. 
It has been strongly urged that the present 
arrangements should be replaced by an admini¬ 
strative Tribunal. (6.14) 

It has been stated that inasmuch as the exis¬ 
ting provisions relating to review confer the 
necessary powers only on the Central Board and 
the Central Government and review is confined 
to decisions which are not more than one year 
old. they are restrictive in scope. (6.17) 

[' NEW PATTERNS 

Routine functions should be performed from 
as near the assessee as possible. 

Assessment functions must rest with a juris-- 
dictioual field formation whose level will de¬ 
pend upon the particular type of control. 

The proposals made envisage a departure 
from the present administrative pattern under 
which there is a uniform type of control, ema¬ 
nating from the same level, for all duty paying 
units regardless of their distinctive characteris¬ 
tics. (7.4) 

It is necessary to ensure independence of 
audit. Control of audit should rest in a body 
higher than the field organisation. It should 
be answerable to a level higher than the Collec¬ 
tors. The need for dose relationship between 
audit and accounts should not be lost sight of. 

Induction of specially qualified accountants 
in audit is necessary and audit parties would 
need to specialise in groups of commodities. 
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It is desirable to constitute a separate Audit 
and Accounts Division within the Department. 

(7.5) 

There is need for reviewing preventive acti¬ 
vity as it exists today. Preventive wing must 
have its own system of intelligence and informa¬ 
tion. 

At the all India level the creation of an ap¬ 
propriate machinery for intelligence and inves¬ 
tigation is envisaged. (7.6) 

Careful selection and adhoc training are ne¬ 
cessary in order to fit the existing staff to some 
of the new tasks of the system of Selective- 
Control. 

Personnel management, career development 
and welfare measures, would have to be given 
much more attention. 

No legal difficulties are perceived in giving 
effect to the new patterns recommended for 
different excises and classes of manufacturers. 

(7.8) 

As a general principle, the pattern applicable 
to a manufacturer who produces on the same 
premises goods covered by two or more patterns 
should be the pattern which governs the prin¬ 
cipal excisable commodity produced by him. 

(7.11) 

For units under ABC, the type and level of 
control has to be of a higher order with special 
emphasis on technical and audit expertise. (7.13) 

It would he appropriate if the level of res¬ 
ponsibility for the administration of ABC units 
is equated with that of the Collector. (7.14) 

For administering ABC units a knowledge of 
commercial accounts and modern accounting 
techniques would be necessary. The need for 
expertise in the relevant technological fields is 
also obvious. Necessary specialisation should 
be provided by drafting experts from outside 
and imparting to the departmental officers the 
requisite technological orientation. (7.15) 

Officers concerned with administration of 
PBC units should possess adequate knowledge 
of manufacturing processes. They should also 
Ire familiar with accounting procedures. Indi¬ 
vidual pinpointed responsibility will have to be 
insisted upon in respect of PBC if efficiency is 
to be secured in the operation of the pattern 
as a whole. (7.16) 

Accounting of production for the purpose of 
determining duty liability should start from a 
stage prior to completion of manufacture. 

A broad indication' of the proportion which 
finished excisable goods bear to the principal 


raw material used, important stages in the pro¬ 
cess of manufacture and the nature and extent 
of control intended to be exercised at different 
stages should be outlined by the Department. 

(7.17) 

Both an adequate mechanism and proper 
procedures would need to be devised to work 
out the value of production of units opting for 
Simplified Procedure and to determine their 
eligibility for the scheme. Separate rules fir 
units which have not been in production foi 
a full period of three years should be framed. 

A single lower effective rate of duty applica¬ 
ble to the entitled sector of each relevant com¬ 
modity should be lixed and notified by Govern¬ 
ment. (7.19) 


Once the duty liability of units under Sim¬ 
plified Procedure is fixed, a mechanism would 
need to be established (i) for realising duty in 
monthly instalments, (ii) for fixing duty liabi¬ 
lity in case of change, and (iii) for undertaking 
a review for the*, next three-year bloc. (7.20) 


The administration has to take note of the 
possibility that some units may deliberately 
avoid Simplified Procedure in the hope of eva¬ 
ding (under C'.BC) even the small amount of 
duty due. There is also the possibility 
that units under PBC may try to pass off their 
production as pertaining to CBG units which 
attract a low rate of duty. (7.21) 


Ranges would have to be compact and Super¬ 
intendents would have to be entrusted with 
suitable powers in matters of classification and 
valuation appropriate to the type of control for 
which they would have responsibility. (7.22) 

It would be desirable to devise the adminis¬ 
trative measures whereby some of the relevant 
[cowers and responsibilities of the Board are 
in effect .decentralised and brought into a closer 
and more appropriate relationship with the as- 
sessee and his problems. (7.23) 

If the Board is to do justice to its responsi¬ 
bilities, some 'of its executive functions have to 
be less concentrated at one place-—the capital 
of the country -that at present. (7.24) 

Certain posts of Zonal Commissioners should 
be created with the status equivalent to that 
of Members of the Board. They would func¬ 
tion as extended arms of the Board in the per¬ 
formance of its duties as the Chief Revenue 
Authority in areas which may be called Zones— 
each Zone consisting of a certain number of 
Collectoratc headed by the Zonal Commis¬ 
sioner. (7.25) 
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3. RECOMMENDATIONS 


Headquarters Level: Issues concerning central 
board and Directorates. 

There is a certain amount of force in some of 
the arguments put forward in support of the 
proposition that Customs & Excise should be 
separated and the present organisation bifur¬ 
cated all along the line with two well defined 
and distinct administrations, but the situation 
does not call for the kind of drastic solution 
which has been proposed. The organisational 
reforms proposed are expected to go a long way 
in streamlining the administrative machinery 
and in mitigating some of the current griev¬ 
ances. (8.3, 8.4) 

It is not necessary to reconstitute the Board 
as an independent executive authority, dissoci¬ 
ated front formulation of tax policy. (8.6) 

There should be delegation of adequate fin¬ 
ancial and administrative powers to the Board. 

(8.7) 

There should be some induction of techni¬ 
cal officers drawn from the Department at the 
lower ranks of the Board’s Secretariat. (8.8) 

Having regard to the importance which per¬ 
sonnel management has come to assume in mo¬ 
dern administration the Board should have a 
whole-time Member (Personnel) dealing with 
policies relating to recruitment, traininig, cvalu- 
tion of norms and performance standards, pro¬ 
motions and general welfare of the staff and 
other allied matters having a bearing generally 
on personnel management. Functions of Chief 
Vigilance Officer should also vest in Member 
(Personnel). (8.10) 

In the rearrangement of Board’s functions, 
it would be appropriate that Member (Central 
Excise) should deal with policy matters erf tariff 
concerning his subjects and Member (Customs) 
similarly with matters concerning his. Coordi¬ 
nation of tariff matters within the Board 
should he the function of the Chairman. (8.111 

The Directorate of Inspection (Customs & 
Central Excise) should be reconstituted into 
a Directorate of Investigation and Intelligence. 
The Regional Offices of the Directorate of 
Inspection should be merged in the new Zonal 
Offices. ' (8.1.3) 

The Regional Training Institutes should he 
placed under the administrative control of the 
Zonal Commissioners, though technical super¬ 
vision over their working would continue to he 
provided by the Director of Training. (8,11) 

Zonal level New Office of Commissioner 

The objectives underlying the creation of the 
Central Board of Revenue as enunciated in the 
statement of the Finance Secretary made at the 


time of the introduction of the Central Board 
of Revenue Bill, 1924 postulated among other 
things a close personal contact between the* 
Members of the Board and the representatives 
of the tax payer through constant touring and 
frequent consultations. These objects are more 
relevant today than they were in 1924. (9.2) 

The functions and responsibilities of the 
Board have increased substantially. Members 
find themselves to stay on at headquarters for 
performance of their numerous duties. They 
are consequently unable to devote adequate 
time to visit to important areas. There is 
avoidable concentration of authority at the 
level of the Board. Apart from delays these 
fac tors lead to a lack of adequate appreciation 
of regional and local problems and absence of 
effective supervision over the working of the 
Collectorates. (9.4) 

Some of the executive functions and respon¬ 
sibilities of the Board may with great advant¬ 
age he entrusted to officers exercising the autho¬ 
rity of the Board in well-defined territorial 
zones. These officers would exofficio have the 
status of Members of the Board without Secre¬ 
tariat functions. For this purpose the country 
may be divided into five zones, (9.5, 9.6) 

All functions of the Board relating to (i) 
Tariff (ii) Procedures and (iii) Administration, 
except for policy formulation relating to these 
matters and their coordination at the all India 
level, should be performed by the Zonal Com¬ 
missioners within their respective jurisdictions. 

(9.7) 

Zonal Commissioners should be empowered 
to take decisions on all appropriate matters 
concerning the Central Excises and Salt Act 
and Rules such as do not necessarily fall within 
I he exclusive jurisdiction of the Board. (9.8) 

Zonal Commissioner will be a touring officer 
meeting his Collectors individually and collec¬ 
tively in conference either at their headquarters 
or his own at frequent intervals. Problems re¬ 
lating to classification can be discussed and, 
tv here appropriate, decided at these meetings. 
Further there should be a quarterly meeting of 
Commissioners-in-Conference presided over the 
Member of the Board in charge of Excise. (9.9) 

Under ‘Administration’ all functions present¬ 
ly performed by Member (Central Excise), ex¬ 
cept those relating to Class I Services, should 
be entrusted to the Zonal Commissioners. In 
the matter of transfers and other issues relat¬ 
ing to establishment, the new arrangements will 
not have the effect of supplanting the existing 
authority of the Collectors within their own 
jurisdiction. U" 
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Appellate functions of the Board should con¬ 
tinue to be performed by Member (Appeals). 
There should be no reversion to the system 
which prevailed sometime ago under which 
the appellate work w 7 as distributed among the 
Members of the Board. (9.13) 

Individual cases involving a vigilance angle 
and all disciplinary cases which are presently 
looked into by the Board should come within 
the purview 7 of Zonal Commissioners. Collccto- 
rate inspections and periotlical inspections of 
lower formations which are one of the routine 
functions of the Board and of the regional 
offices of the Directorate of Inspection should 
constitute the responsibility of the new organi¬ 
sation of Zonal Commissioner. 

Audit of ABC units should be carried out by 
parties operating from the zonal level. (9.15) 

Regional Training Institutes and all Region¬ 
al Laboratories which presently cater to the 
needs of the Central Excise Department or to 
the needs of both Customs and Central Excise 
should be under the administrative control of 
the Zonal Commissioner. (9.16) 

Having regard to the close inter-connection 
between Excise and Customs at various levels, 
the arguments which justify the devolution to 
the zonal level of some of the functions of the 
Board in so far as excise is concerned are also 
valid to a certain extent in respect of Customs. 

(9.17) 

Field level Reorganisation of Collectorat.es. 

Despite the increase in their number, the 
work load of some of the Collectorates is dis¬ 
proportionately heavy. For example, though 
small in area, Bombay Collectorate comprising 
greater Bombay and Thana continues to have 
a very heavy work load. The position is some¬ 
what similar in regard to (i) Calcutta & Orissa 
and (2) Delhi Collectorates. Existing jurisdic¬ 
tion of all Collectorates may be reviewed for 
the purpose of making these charges administra¬ 
tively viable. (10.6, 10.9) 

A redistribution of Collectorate boundaries 
with a view 7 to providing better service to cer¬ 
tain industrial complexes which on account of 
their location find it more convenient to deal 
with a neighbouring Collectorate rather than 
the one in whose jurisdiction they happen pre¬ 
sently to be situated, would present a number 
of administrative and accounting problems. 
The inconvenience presently felt bv assessees 
in terms of the requirement that cheques in* 
respect of duty payments can be drawn only 
on an approved bank located at the Collector¬ 
ate headquarters is expected to be largely miti¬ 
gated if the proposal that cheques may be per¬ 
mitted to be drawn on approved banks located 
at divisional headquarters is implemented. 

( 10 . 10 ) 


ABC units should be the direct responsibi¬ 
lity of the jurisdictional Collector who should 
exercise that responsibility through a team of 
specially selected and trained officers. In the 
case of such areas as Jamshedpur, Visakhapat- 
nam and Burdwan (Durgapur-Asansol Com¬ 
plex) which not only represent a concentration 
of ABC units but which are at the same time 
located at considerable distances from the head¬ 
quarters of the concerned Collector, it would 
be desirable to post a sufficiently senior local 
officer (of a status not less than that of a De¬ 
puty Collector) to administer such units on be¬ 
half of the Collector. (10.11, 10.14) 

Assessments and all other functions (except 
peripheral functions) connected with ABC 
units wotdd be the Collector’s responsibility. 
Adjudication of offences arising in relation to 
these units would also fall within the jurisdic¬ 
tion of the Collector. (10.15) 

The staff assisting the Collector in the ad¬ 
ministration of ABC units would have to be 
specially selected, so as to provide the neces¬ 
sary expertise in methods of accounting and 
techniques of production. Suitable experts may 
be inducted by direct recruitment or drafted 
from other Departments on deputation. These 
experts would be assigned to Collectorates 
where their special knowledge and expertise 
would be most useful from the point of view 
of the concentration of commodities produced. 
They would be available for advice on techni¬ 
cal matters to other Colletcors also. (10.16) 

On whether field formations should operate 
on a territorial basis or be organised on what 
is known as the functional pattern, it is sug¬ 
gested that, consistently with the basic consi¬ 
derations put forward, including the need for 
pinpointed responsibility, the actual pattern 
must be left to be decided by those best acqua¬ 
inted with the local conditions and local pro¬ 
blems, viz., the Collector and Commissioner 
concerned. (10.18) 

It would be desirable in due course to evolve 
suitable norms for various items of work re¬ 
quired to be performed by an Assistant Collec¬ 
tor and his office and to determine the size of 
a Division on the basis of the work load so 
assessed. (10.20) 

The Assistant Collector has a pivotal posi¬ 
tion in the organisational set-up. He should 
be an officer of standing and experience, who 
is able to take appropriate decisions on his own. 
An officer should not be given the independent 
charge of a Division unless he has had suffici¬ 
ent field experience and has some familiarity 
with work at the Collectorate headquarters. 
The Assistant Collector should keep himself 
in touch with the working of ABC units 
through his intelligence Officers and other 
sources of information. The activities of his 
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■r -olive organisation would extend to these 
■-i.-utj. In a way, so far as ABC units are con¬ 
fined, he would be the eyes and ears of the 
dl'ector, communicating to him all such in¬ 
to* nation as may have a bearing on revenue. 

( 10 . 21 , 10 . 22 ) 

For ABC units, functions relating to classifi¬ 
cation, valuation and assessment should vest in 
the Collectors. It should, however, be open to 
the Collector to delegate these functions to the 
jurisdictional Assistant Collector in respect of 
bonded installations of mineral oils and other 
si milar units which do not involve problems 
warranting the personal attention of the Col¬ 
lector. 

For PI5C units in so far as functions relating 
to classification, valuation and assessment are 
concerned, the Assistant Collector should be 
the proper officer for commodities which have a 
complicated tariff or involve detailed examina¬ 
tion with reference either to the composition 
of the product or the valuation law and princi¬ 
ples or extensive market enquiries, whereas for 
the remaining commodities, these functions 
should be performed by the Superintendent. 
The division of commodities on the above basis 
should be decided upon by the Administration 
and varied from time to tune according to 
needs and exigencies 

For CBC units the powers of the proper offi¬ 
cer for purposes of classification and valuation 
should be exercised by the Superintendent. 

(10.23) 

Having regard to the quasi-judicial nature of 
dp'isrons on issues pertaining to classification 
or valuation, instead of providing for an extra¬ 
judicial method of internal discussion or con¬ 
sultation between the Superintendent and the 
Assistant Collector or between the Assistant 
Collector and the Collector, the relevant rules 
should clearly stipulate that w r herc a proper 
officer feels that a decision on an issue concern- 
-■r>rr classification or valuation should be taken 
bv a hieher officer it should be possible for him 
i" law to refer the matter to such higher officer. 

(10.24) 

For fho additional work of receipt and collec¬ 
tion of cheques and accounting of credits at 
the divisional headquarters, the Assistant Col¬ 
lector should be provided with the necessary 
staff under his administrative control. (10.27) 

The initial operation of determining the pro¬ 
spective duty liability of producers expected to 
be brought within the purview of Simplified 
Procedure, should be organised at the Assistant 
Collector’s level and with his active participa¬ 
tion in the various exercises needed to lie car¬ 
ried out for a proper switchover to the new 
procedure. (10.29) 


It would be necessary to assess the quantum 
of work involved in a Range. (10.31) 

The Range should be a compact, self-con¬ 
tained administrative unit performing all pri¬ 
mary functions in relation to the producting 
units coming within its purview 7 . (10.32) 

In the matter of office accommodation, if no 
suitable building is available in proximity to 
the bigger units falling within the jurisdiction 
of the Range, there should be no objection to 
one of the factory units providing the neces¬ 
sary accommodation for the Range or the Sec¬ 
tor Office concerned by arrangement with the 
Depaitment for payment of due rent. 

In the matter of residential accommodation 
in metropolitan areas such as Bombay, Cal¬ 
cutta, Madras, Ahmedabad, Kanpur, etc. Go¬ 
vernment should take steps to hire buildings 
and rent them out at the standard or the pool 
rent to the Central Excise staff. "Where Govern¬ 
ment buildings are available, the Director of 
Estate may be requested to reserve a pool for 
the Centra! Excise staff’, so that no difficulty 
may be experienced by them in regard to resi¬ 
dential accommodation. Where the factories 
are situated in iemote areas, such as in Assam, 
and no building is available for residential ac¬ 
commodation apart from those owned by the 
factory owner, there should be no objection to 
the Excise staff being housed in accommodation 
hired from the factory. In other places, if the 
Central Excise staff are not able to hire or rent 
residential accommodation readily and at rea¬ 
sonable rents there should be no objection to 
Government hiring the accommodation from 
the factories themselves if such residential ac¬ 
commodation, already constructed by them for 
their officers and workers, is available. (10.33) 

The jurisdiction of the Range should be de¬ 
marcated into Sectors, each Sector being placed 
directly under an Inspector who will be res¬ 
ponsible for effective administration of all 
units falling within the sector. (10.36) 

Powers of adjudication should be exorcised 
by the jurisdictional Superintendent. (10.37) 

The Range may be provided clerical assis¬ 
tance in the form of a clerk-rum-typist. The 
Range should also be given a small permanent 
imprest for petty contingent expenditure. (10.38) 

Preventive Organisation 

The System of Selective Control should help 
to bring about a considerable reduction in eva¬ 
sion by introducing a more rational distribu¬ 
tion of trained man-power corresponding to the 
revenue significance of different categories of 
units. But this does not make it any the less 
necessary to build in, as part of the total sche¬ 
me, an adequate and efficient Preventive and 
Intelligence Organisation. (11.14) 
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In the wake of SRP there was a quantitative 
increase in the cases detected. But many of 
then, were either technical or trivial. Like 
SRP itself. Prevention has tended to be routine 
and lion-selective. Selective Control implies, 
among other things. Selective Prevention. (11.15) 

The Directorate of Intelligence and Investi¬ 
gation at the centre will be responsible for 
formulation of policies regarding both intelli¬ 
gence and investigation and issue of guidelines 
for inplementation of those policies at differ¬ 
ent levels. 

Collector.ilc and other lield preventive for¬ 
mations need restructuring and reorientation 
to make them more ellectivc, (11.16) 

Some deficiencies in the preventive set up 
relate to insufficient incentives to attract per¬ 
sonnel of the requisite calibre; inadequate at¬ 
tention to selection of the right type of per¬ 
sonnel; want of proper training; paucity of 
funds for intelligence work; lack of element¬ 
ary facilities like—vehicles, telephones, fire 
arms etc., and meagre provision for rewards. 
Improvement should be made in these basic 
prospects. (11.17) 

Having regard to the fact that Collectorates 
and within them the Divisions will have diff¬ 
erent combinations of producing units subject 
to different patterns of control, the strength 
and quality of preventive personnel needed will 
have to be assessed separately for each forma¬ 
tion. (11.18) 

The preventive organisation should have a 
three tier structure. (11.19) 

In addition to its usual complement of Ins¬ 
pectors a normal range formation should have 
an Inspector (Preventive and Intelligence). 

( 11 . 20 ) 

The second tier should be at the Divisional 
level. The preventive force at this level should 
function independently of the Range Preven¬ 
tive. 

It should have adequate striking capacity as 
well as its own sources of information. It 
should function as a composite unit responsi¬ 
ble for all preventive and intelligence work in 
the Division, including Customs, Gold Con¬ 
trol and Central Excise. (11.21) 

At the CoIIectorate level separate parties 
should be constituted for preventive activity 
under Customs, Gold Control and Central Ex¬ 
cise, eaih operating under a Superintendent. 
Necessary coordination between the functioning 
of different parties constituting the third tier 
and between the functioning of the preventive 
parties constituting the two tiers, namely, the 
Range and the Division, should be provided 
at tli >s level by the Assistant Collector on the 
Deputy Collector concerned. (11.22) 


The need exists for each range and each divi¬ 
sion being equipped with a preventive force of 
its own as part of a coordinated three-tier struc¬ 
ture for the CoIIectorate as a whole, irrespective 
of whether the range is situated at the head¬ 
quarters of the division or the division is situ¬ 
ated at the headquarters of the CoIIectorate. 

(11.23) 

Greater emphasis should be laid on mobile 
preventive parties operating at odd hours in 
areas close to the processing units. 

Each preventive party should have a vehicle 
at its disposal and also the equipment neces¬ 
sary for setting up road blocks and exercising 
adequate surveillance. Preventive parties should 
also be issued fire-arms in limited numbers. 
The parties at CoIIectorate headquarters should 
also have walkie-talkie sets through which they 
can communicate with the control room or the 
CoIIectorate headquarters. (11.24) 

There is considerable scope for improve¬ 
ment in the present position regarding payment 
of rewards in Central Excise cases. The whole 
position needs to be examined in depth. (11.35) 

The absolute limit of Rs. 2500 in respect of 
rewards which can be sanctioned in a Central 
Excise case by the Collector and which was 
fixed in 1963 is far too low in present way con¬ 
ditions. In fact, as in the case of Customs, 
there need be no ceiling at all. There exists 
adequate justification for a substantial enhance¬ 
ment of the existing powers vested in Collec¬ 
tors and other officers, both iii the matter of 
final as well as interim rewards. The proce¬ 
dure prescribed for, and the powers delegated 
to, Customs Officers of equivalent rank should 
apply mutatis mutandis to Central Excise Offi¬ 
cers also. There does not exist adequate justi¬ 
fication for laving down that Deputy Collectors 
and Assistant Collectors postal at CoIIectorate 
headquarters cannot sanction and advance re¬ 
wards at all. (11.36) 

The quantum and scale of rewards payable 
to Government servants are adequate. Existing 
disparities between Excise and Custom Officers 
should, however, be removed. Apart from re¬ 
wards, recognition for meritorious work dime 
should l>e accorded in such other ways as gran¬ 
ting additional increments in pay, mak¬ 
ing special entries in confidential record, awar¬ 
ding accelerated promotion, or granting me¬ 
dals and certificates in appreciation of the 
work done, particularly to government servants 
who are not eligible for cash rewards. (11.38) 

As regards the time and manner of payment 
both for the informers and the officers, any 
incentive to sustain r their interest in rendering 
service to the department should be provided 
by (i) immediate payment of 50% of the ex¬ 
pected final reward; (ii) ordering an additional 
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interim reward if the case is subject to long 
and protracted legal proceedings; and (iii) 
making payment of the final reward immedi¬ 
ately on the completion of legal and judicial 
proceedings. (11.39) 

The funds allocated for rewards should be 
substantially increased. Allocation of funds for 
secret service expenditure should be suitably 
increased and officers encouraged to establish 
a proper system whereby informers are recruit¬ 
ed and nursed. (11.40) 

Officers required for preventive and intelli¬ 
gence functions should be specially selected, 
after taking into account their aptitude, past 
performance in detection of offences and other 
relevant factors. A separate cadre for the Pre¬ 
ventive organisation is not necessary but an 
appropriate scale of special pays should be de¬ 
signed for preventive officers. (11.12) 

The audit organisation of the Department 
is structurally inadequate and, in a large mea¬ 
sure, functionally ineffective. 

The Committee is wholly in agreement with 
the view expressed by the Central Excise Re¬ 
organisation Committee (19(i3) that “the top 
echelon at the level of the Chief Central Ex¬ 
cise Revenue Authority should include a Direc¬ 
torate of Audit to keep under constant review 
detailed schemes of audit as need arises, and 
to see that accounting and audit of revenue 
in Collectorates is effective, expeditious and 
thorough”. (12.11) 

It is of the utmost importance that the 
machinery of audit should be so designed as to 
play an effective role in the matter of both 
collection and proper accounting of revenue. 

Audit functions perfomed by Inspection 
Groups should be transferred to a proper 
Audit Organisation. 

It would be in the fitness of things if the 
present Accounts set-up of the Department 
headed by the Chief Accounts Officer is merged 
with Audit in a Common organisation which 
may be called the Internal Audit and Accounts 
Division of the Department. (12.12) 

The constituent Accounts Wing of the new 
organisation should continue to function as at 
present with the same hierarchical set up. 

The seniority and promotion of Class III 
ministerial officers including those posted in 
the Accounts Wing would continue to be sub¬ 
ject to the same principles as at present and 
regulated on a Collectorate basis. On promo¬ 
tion to the level of the Assistant Chief Ac¬ 
counts Officer, the incumbents should be borne 
on the common Class II cadre of the Internal 
Audit and Accounts Division. (12.15) 

The constituent Audit Wing of the new or¬ 
ganisation should be restructured. The hier¬ 
archical structure should consist of five distinct 


grades of officers, viz. Technical Assistant, 
Examiner of Accounts, Assistant Director, De¬ 
puty Director and Director. 

For appointment as Technical Assistant, 
officers of comparable grades in the executive 
and ministerial Wings of the service, namely. 
Inspectors from the executive side and Head 
Clerks and Deputy Office Superintendents from 
the ministerial side, should be eligible. Tech¬ 
nical Assistants would constitute a distinct cadre 
of their own within the Audit and Accounts Di¬ 
vision, with their seniority and posting regulated 
on a zonal basis. 

For initial appointments to the grade of 
Examiner of Accounts selection should be 
made from (1) existing Superintendents of 
Central Excise, Assistant Chief Accounts Offi¬ 
cers, Examiners of Accounts and Administra¬ 
tive Officers who may opt for the new Audit 
and Accounts Organisation, (2) Senior grade 
Inspectors, and (3) Office Superintendents. 

Posts of Chief Accounts Officer in the Ac¬ 
counts Wing and Assistant Directors, Deputy 
Directors and Director in the Audit Wing will 
be in Class I. All these posts should belong to 
the integrated Indian Customs and Excise Ser¬ 
vice. ' (12.17) 

The post of Chief Accounts Officer should be 
formally designated as a Class I post. A cer¬ 
tain number of these posts should be placed 
in the senior Class I scale or failing that, a 
suitable special pay may be attached to them. 

(12.18) 

Audit functions are largely ministerial in 
character. At the same time in the Central 
Excise Department, in which techniques of 
production have an important bearing on 
points of revenue, the executive element should 
be duly represented in the machinery of audit. 
The new Internal Audit and Accounts Division 
should be able to fulfil its assigned role in all 
particulars thus affording considerable relief to 
statutory audit which has had often to perform 
functions which legitimately pertain to internal 
audit. 

All assistance required by statutory audit in 
the matter of procurement of records and other 
documents should be afforded by the Range 
staff and other departmental authorities inclu¬ 
ding officers of the Internal Audit and Accounts 
Division. (12.19) 

Machinery of Adjudication. 

The present structure of delegation of powers 
based on the value of goods which can be con¬ 
fiscated and limits upto which penalties can be 
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imposed is inherently defective inasmuch as the 
jurisdiction of officers is related not to the 
prima facie nature of the offence but to the 
degree of the punishment which might even¬ 
tually be imposed. 

The delimitation of powers should cover 
three distinct items, namely, (i) the value of 
goods involved, as a criterion for judging which 
authority can deal with the case, (ii) the maxi¬ 
mum limit in terms of vatue upto which goods 
can be confiscated by such authority, and (iii) 
the limit ujito which it can impose a penalty. 
The revision of the existing powers on these 
lines is all the more necessary because iu SRI’ 
the question of goods being seized arises only 
in a minimum number of cases. (13.3) 


There is no merit in the suggestion that Ap¬ 
pellate Collectors should come from and belong 
to a different cadre, preferably the judicial 
cadre. . (13.10) 

A Tribunal should be set up to deal with 
cases at the revision stage, i.e., those in which 
orders-in-appeal have been passed by the Ap¬ 
pellate Collector or the Board. The Tribunal 
should be competent to look into question both 
of law and of fact. It should not be administ¬ 
ratively attached either to the Central Board 
or to the Department of Revenue and Insu¬ 
rance. Preferably, it should be attached to the 
Ministry of Law. 

The Tribunal should consist of a Chairman 
and a minimum of two Members. This num- 


It should not normally be open to an autho¬ 
rity to remit the case to a lower authority if it 
(finds that on the basis of the value of goods 
vv ^rich can be confiscated or the penalty warr¬ 
ant^ by the facts of the case, such lower 
autWFity would be competent to adjudge the 
case However, in exceptional cases such as 
those in' which the offences involved are trivial 
in charafh cr > 11 should be possible for the autho¬ 
rity concerV lef i t0 exercise appropriate discre¬ 
tion subject* to such guidelines or safeguards as 
the AdministV tion mi 8 ht P™scr<be. (13.4) 

it tvniiUl l>c Hashable to evolve an admini- 

strathe mrangeu>nt by which cases in which 
no goods as such iSF involved as for example 
those concerning faM urt: or repeated lailuie o 
assessees to submit thir returns rn time oi those 
involving falsification ( *r mutilation of records, 
can be suitably allocated to different ofbceis. 


her may be added to depending on the volume 
of work. The Chairman of the Tribunal, 
though he need not necessarily be drawn from 
the judiciary, should have the status of a High 
Court Judge. (13.15) 

In so far as original decisions (i.e., decisions 
other than those passed on appeal under Sec¬ 
tion (35) are concerned, Collectors, should have 
the necessary powers of review in respect of 
decisions taken by Supdts. For decisions taken 
by Assistant Collectors and Deputy Collectors, 
the Zonal Commissioner concerned should be 
the competent reviewing authority, while for 
decisions taken by Collectors, the Board should 
continue to perform this function. In respect 
of decisions passed on appeal or review the Go¬ 
vernment should consider the feasibility of re¬ 
placing the present review procedure by suitable 
provisions enabling the Government (in addi¬ 
tion to the asscssee) to go iu revision to the 
Tribunal. (13.17) 


Powers of adjudicator, should be suitably 
enhanced. 

Present limits of maximuir 1 penalty provided 
for contravention of differed Central Excise 
Rules should he increased t<V hve thousand 
rupees. (13-7) 

Powers to impose penalties itr t <yspect 
losses should be errhanced to the level* 8 recom¬ 
mended in respect of adjudication of d5S e, “- e *j 
For condonation of losses, as such and dermol! 
of duty the present monetary limits should ap¬ 
propriately be doubled. 

Powers related to monetary limits wherever 
prescribed may be reviewed in the light of 
increases in price levels and suitably enhanced, 
if necessary. 

The concept underlying the creation of the 
institution of Appellate Collectors is basically 
sound and the experiment should be given a 
fair trial. 


Re-deployment 

The present organisation has grown in arr 
udlioc manner on the basis of the hetrogenous 
demands made on it from time to time by wide¬ 
ning tariff, altering procedure and increasing 
involvement in new functions. (14.2) 

The procedures relating to levy and collec¬ 
tion of duty on manufactured tobacco are en¬ 
tirely different from those applicable to manu¬ 
factured excisable products, but both unmanu¬ 
factured tobacco and manufactured products 
are administered by tire same officers under the 
sarrre supervisory hierarchy. 

•vg^en though staff required in various Collec- 
torates jSi. sanctioned with reference to specific 
purposes t.ofletxl'ws have considerable discre¬ 
tion 1 in the matter 'm f ^-deployment of the 
available manpower so th«* actual deployment 
is often different from what rtniglrt be inferred 
from the formal staff sanctions. (14.3) 

Tire recommendations nrade relate nS* manu¬ 
factured excisable products only.. It f*>° not 
possible to put forward a detailed pattern oi 



3 J 4 


work units or norms for different functions 
proposed to be assigned to different formations 
and within them to different classes of officers. 
Some estimate, ^however broad, seems called for 
if only in order to obtain some idea of the 
magnitude of the changes involved in terms of 
personnel. (14.4) 

The Tobacco Excise Tariff Committee has 
estimated after obtaining the requisite details 
concerning field formations, the total number 
of Superintendents and Inspectors engaged on 
unmanufactured tobacco during 1973. Un¬ 
manufactured tobacco which contributes 3 to 
4% of the total revenue from excise duties 
takes up a quarter to one third of the staff em¬ 
ployed in the field. (M.7) 

The staff requirements estimated are based 
on certain assumptions regarding the need of 
each pattern of contiol: many of the assump¬ 
tions made are in the nature of broad averges 
which can be applied only to the sort of macro 
exercise attempted here. (14.8) 

On the basis of the analysis attempted, the 
number of additional Superintendents required 
would be 802 while 522 Inspectors would be 
rendered surplus. (14.21) 

The increase in the number of Superinten¬ 
dents in the field organisation would entail an 
increase in the number of Divisions. The pro¬ 
posed reorganisation of Audit would warrant 
the creation of a certain number of additional 
posts in the cadres of Assistant Director and 
Deputy Director, in addition to the Chief of the 
Bureau of Audit at the centre. On the Ac¬ 
counts side, there would Ire additional posts of 
Chief Accounts Officers besides Assistant Chief 
Accounts Officers at Divisional headquarters. 

(14.24) 

Selection and Training for new duties 

The reorganisation of the Department will 
have to take into account the staffing and other 
requirements of the pattern of control envisag¬ 
ed for tobacco. (15.1) 

An additional 802 posts of Superintendents 
would be required. With the consequential 
increase in the number of Divisions and promo¬ 
tion of Superintendents to that grade, there 
would be further vacancies so that the total 
number of additional posts of Superintf'rq^tftS 
needed would be around (15.2) 

Selection of staff wAmlcI need to subserve the 
isic requirements^- postulated by the System 

Selective Conffrol. (15.3) 

In tbfe'mattei of selection for supervisory 
nt* c * r of Superintendents, a distinction has to 
be made between long term and adhoc 


appointments. Recruitment from the open 
market is necessarily time-consuming, while the 
I'f-eds of the Department would be immediate. 

properly selected and given some training, 
Inspectors with their long practical experience 
of the working of the Department would be 
well-suited, as an immediate step, for the super¬ 
visory role of Superintendents envisaged for 
tin new patterns. (15.4) 

What is contemplated is a somewhat massive 
operation of an exceptional nature necessitat¬ 
ed by a major reorganisation of the administra¬ 
tive structure. 

The proposed selective promotions to the 
new posts of Superintendents from the existing 
cadre of Inspectors should be regulated either 
on an all-India basis or on that of adequately 
large regions or zones. <4 ' 5' 

Appointments to the new posts of Supc^- in „ 
tendents should be made, 50% on the ba. 1 ^ G f 
merit-cum-seuiority and 50% by a syste% a f 
dcpaitmcutal competitive examination* open 
to Inspectors with a minimum ]**scribed 
period of service which should be ly ve years. 

(15.6) 

Future vacancies of Superini£ lldents s h ou ld 
Ire filled partly by promotion, f rom among 
Inspectors and partly by direct recruitment in 
the ratio of 75:25. The m 4m ber of posts re¬ 
quired to be filled each yeav should be allocat¬ 
ed between generalists ajft d specialists who 
would be recruited through l j 1€ UPSC in either 
‘use. ’ (15.8) 

Initial appointment* to t ; lc various grades 
in the internal Audit/ a)ld Accounts Division 
should be made from, the existing departmental 
cadres. For future vacancies of ‘Technical 
Assistants, the nom, ial channel for appointment 
should continue t M , ^ through the feeder 
cadres of Inspector a nd Head Clerks and 
Deputy Office Su/pcrintendents, though at a 
later date direct -recruitment may also Ire resort¬ 
ed to fo* i n timber of these posts. 

Future » vaLa ru ies in Class II may be filled 
in the sa, me wa y as vacancies in the grade of 
Supqtffttendents' on the exe aitive side. (15.9) 

I here will Ire considerable expansion in the 
ministerial cadre. Selection of personnel may 
continue to he regulated as at present. (15.10) 

It would be necessary to impart adequate 
training to the staff needed for different 
patterns of control and for other functions like 
Preventive and Audit. (15.11) 

Ad hot: training courses and seminars might 
be started before introducing the scheme of 
selective control. (15.12) 
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The Administration should endeavour to 
allocate the stall in such a manner that officers 
continue to remain employed in the particular 
fields assigned to them for a sufficiently long 
period. (15.13) 

Recruitment, Training and Other issues 

There is need for a well-conceived personnel 
policy which operates at different levels through 
a well designed system of personnel manage¬ 
ment. (16.1) 

So far as the immediate future is concerned 
the new demands will to a large extent have 
to be met by redeployment of existing staff 
after appropriate training for the purpose. 
Looking further ahead, long term modifica¬ 
tions reflecting long term projections and needs 
will be in 'vitable in regard to points of admis¬ 
sion to different posts or cadres, qualification 
on admission and training thereafter. (16.2) 

A sound and balanced cadre composition is 
the corner stone of an efficient administrative 
structure. (16.3) 

Career prospect:, of ministerial officers in 
Class III for purposes of promotion to Class II 
are extremely unsatisfactory. 

Cadre strength of LDCs is smaller than that 
of UDCs with the result that a large number 
of vacancies in the* grade of UDC has existed 
over a number of years. The position in the 
case of Deputy Office Superintendents is 
similar. 

It is desirable to take early steps to correct 
this lop-sided structure. (16.4) 

With the implementation of the recommen¬ 
dations made, the career prospects of minis¬ 
terial officers would show considerable 

improvement. ISut a matter of far greater 
significance for ministerial officers will he the 
consideration that avenues of promotion to 

Class I appointments will now, for the first 
time, be thrown open to them. (lfi-7) 

The prevailing position regarding the num¬ 
ber of grades in lie ministerial cadre, their 
composition, methods of recruitment and pro¬ 
motion and restri"tions to which promotions 
arc subject should be re-examined. 

In the context of the situation obtaining in 
the Department as a result of the existence of a 
multiplicity of grades in the ministerial cadre, 
the policy followed by the Administration of 
gradually reducing the strength of Head Clerk’s 
grade is endorsed. (10.8) 

Frustration prevailing in the ranks of Ins¬ 
pectors appears to bo tbc result partly of the 
gradual dissociation of this class of officers 
from active participation in functions involving 


trust and responsibility. The other factor is 
stagnation in the grade of Inspectors of a large 
number of officers for want of adequate promo¬ 
tion prospects. Whatever the reasons for stag¬ 
nation the resultant damage to the morale of 
the Inspectors has been considerable. (16.9) 

Reorganisation proposals are expected to 
ameliorate the presnt state of affairs. (16.10) 

It is not possible either now or in the fore¬ 
seeable future to dispense with the cadre of 
Inspectors altogether, though its prepondance 
would steadily decline. Stagnation is largely a 
transitional problem. (16.11) 

An Inspector who has put in 15 years of 
service in the: ordinary grade and who has a 
satisfactory record of service should be appoint¬ 
ed to the senior grade. Correspondingly the 
number of senior grade posts which is present¬ 
ly restricted to 25% of the permanent posts 
should be suitably raised to say 50%. (16.12) 

The earlier arrangement under which senio¬ 
rity and promotion upto Class II were regulat¬ 
ed on a zonal basis had considerable merit. 
Government might consider the revival of the 
old zonal concept. 

Seniority should he fixed with reference to 
the date of appointment and not the date of 
confirmation. (16.13) 

Prospects of promotion for Class II officers 
are poor. 

A senior or selection grade should be created 
for this cadre also. 

On promotion to Class I, Superintendents 
should lie appointed directly in the senior Class 
I scale. (16.15) 

Opportunities of promotion available to Class 
IV personnel are negligible. In this connec¬ 
tion the recommendations made by the Third 
Pay Commission (Chapter VIII—para 47 of 
their Report) are supported. (16.16) 

Induction of specialists is necessary at various 
levels. 

In order that the talent attracted is of the 
appropriate type, it will be necessary to incor¬ 
porate certain special features into the recruit¬ 
ment such as relaxation of the usual age limit, 
offer of higher initial pay and provision for 
absorption into the general stream at later 
stages. 

Services of suitable experts may also be ob¬ 
tained on deputation from other Government 
Departments. (16.18) 

There may be need eventually for an even 
higher percentage (i.e. higher than 25%) of 



direct recruits in Class II considering the 
onerous responsihiltics envisaged for the 
Superintendents.- (16.19) 
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hoarding and recreation and the payment of 
sufficient allowances are also necessary. (16.33) 


For the grade of Inspector the existing pattern 
of direct recruitment and selection from the 
grade of UDC may continue. Minimum quali¬ 
fication for direct recruits should be a Univer¬ 
sity degree. (16.22) 

Two thirds of the posts in the cadre of UDC's 
may be filled by direct recruitment. The 
minimum educational qualification for direct 
recruitment to this grade should be a Univer¬ 
sity degree. (16.23) 

There is need for considerable augmentation 

in both size and diversity of training facilities. 

Among other things, training should help 
towards a better understanding of the different 
types of operations and accounts peculiar to 
the manufacturing units concerned. (16.25) 

There is need for adequate training to per¬ 
sonnel engaged on preventive duties. If neces¬ 
sary special courses for preventive officials may 
be devised. (16.26) 

Apart from the extension of the regular 
training facilities, it will lie necessary to orga¬ 
nise crash training programmes to fit existing 
personnel into new jobs. (16.27) 

Besides initial training it should be possible 
for every officer to attend at least two general 
refresher or executive development courses dur¬ 
ing fiis service. (16.28) 

Training centres may be set up in the Collec- 
torates for training both executive and minis¬ 
terial Class III officers. For new- recruits to 
Class III there should be a sound task-oriented 
basic training. (16.29) 

Regional Training Institutes should be 
placed under Zonal Commissioners. These in¬ 
stitutes w-ould cater largely to Class II person¬ 
nel. Such Class I Officers as have not under¬ 
gone the formal training given to direct re¬ 
cruits and who cannot be trained in the Central 
Training School might also be given courses at 
the Regional Institutes. (16.30) 

Maximum use should he made of the facili¬ 
ties provided by the Lai Bahadur Shastri Aca¬ 
demy, the various Management Institutes, the 
Indian Institutes of Public Administration and 
the Administrative Staff College. (16.32) 

In the training institutes adequate accom¬ 
modation should be provided not only for lec¬ 
ture-rooms and libraries but also for the lodg¬ 
ing of the trainees: proper facilities for their 


It is unwise to stint on training facilities. 
Transfer allowances should be adequate to 
cover the expenses involved. Routine trans¬ 
fers from one station to another in the case of 
officers below the Class I level, specially after 
they reach middle age should be governed by 
human considerations no less than by well de¬ 
liberated principles. (16.35 

For Assistant Collectors and Superintendent 
a stay of five years in one Collectorate (excep 
where a transfer is warranted for compelling 
administrative reasons) would he a suitable 
working rule. (16.36) 

Promotee Class II officers should not nor¬ 
mally be transferred outside the Collectorate; 
in any case they should not he transferred out¬ 
side the zone or linguistic region. Direct re¬ 
cruits to Class II may, however, need to be 
transferred to various Col lector ales in a Zone 
to expose them to as wide a range of excise 
duties as possible. For Class III officers trans¬ 
fers should be restricted to the Collectorate. 

(16.37) 

The present system of Annual Confidential 
Reports should be reviewed to bring it in line 
with modern methods of performance apprai¬ 
sal. (16.38) 

In the matter of residential accommodation 
a great deal more needs to be done than at 
present and for a much larger complement of 
staff. Immediately and perhaps on an emer¬ 
gency basis, it is necessary for the Department 
to start its own programme for construction of 
building at places where the problem is acute. 

Wh at is needed is a comprehensive scheme 
with the next two decades in perspective. 

( 16 .- 10 ) 

Office premises should be located centrally 
in clean surroundings, should provide adequate 
space and the suitably furnished. They should 
provide for normal facilities like canteens, tiff¬ 
in rooms and recreation rooms. The provi¬ 
sion of vehicles, telephones and other equip¬ 
ment should be carefully planned and supplies 
promptly made. (16.41) 

Emphasis needs to be placed oil the promo¬ 
tion of social, cultural and recreational activi¬ 
ties for officers and their families. (16.42) 

Properly trained and qualified personnel 
should he appointed as Welfare Officers. (16.14) 

Government ought to have a machinery 
which ensures that vacancies arising in different 
cadres of the service are promplty brought to 
the notice of the administrative authority and 
filled without delay. (16.45) 
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Public Relations and machinery of com¬ 
munication. 

In indirect taxation where, in effect, the as- 
sessee collects the tax on behalf of Govern¬ 
ment, he has a right to know how much he 
has to pay and what else he has to do: in 
• other words, what his liabilities and responsi¬ 
bilities are. Some of the recommendations 
made in regard to Procedure and Organisation 
are designed to ensure a closer rapport bet¬ 
ween the tax collector and the tax payer. (17.2) 

A proper scheme of public relations should 
include tax payer assistance programmes. At 
present this is confined to issue of trade notices 
about which there are complaints of delay. 
Since trade notices are sent only to recognised 
associations and federations a fairly large sec¬ 
tor of producers who are not members of such 
bodies have no access to them. The brochures 
brought out by the Directorate of Inspection 
some time ago were not adequately publicised. 
The usefulness of the Advisory Committees and 
the Advisory Council is limited. (17.3) 

Public relations should begin with the 
Range which is the first level at which the as- 
sessee comes in contact with the Department. 
Every effort should be made to ensure that all 
the information needed by the assessee is avail¬ 
able in the Range itself. It is of the utmost 
importance that the personnel of the Range 
should be trained to be courteous and equipped 
to be knowledgeable. The Range office should 
have adequate stocks of forms, latest editions 
of tariff, manuals and supplements and upto- 
date versions of notifications and instructions, 
including sufficient copies of publications for 
sale and trade notices and instructions for dis¬ 
tribution among the assessees. There should 
be facilities for seating visitors and arrange¬ 
ments for attending to them without inordi¬ 
nate delays. It is wrong economy to economise 
on the courtesies which the public rightly re¬ 
gard as their due. (17.4) 

In Divisional and Collectorate offices, includ¬ 
ing the offices of the Appellate Collectors, pub¬ 
lic Relations Officer of a suitable status should 
be available. Each office should have a neatly 
furnished visitors’ room provided with reading 
material including attractive literature on the 
activities of the Department. (17.5) 

Senior Officers should set apart some of their 
time for interviews. Officers should be encour¬ 
aged to take decisions at their level and eschew 
the tendency to make references to higher 
officer. (17.6) 

Existing machinery for printing and publi¬ 
cation of departmental books or other litera¬ 
ture, whether for sale or departmental use, 
neds to be streamlined and strengthened. The 
entire work of compilation and publication 


should be centralised in one organisation, pre¬ 
ferably the Statistics and Intelligence Directo¬ 
rate which should simultaneously undertake 
the responsibility of distribution. (17.7) 

Suitable programmes should be drawn up to 
provide information about the activities of the 
Department both to assessees and to the gene¬ 
ral public through such obvious channels of 
communications as the newspaper, the radio, 
the TV etc. Press conferences could also be 
held at different levels to resolve doubts and 
made the occasion for informative publicity 
about the Department. (17.8) 

There should be a separate Advisory Council 
for Excise of which the membership should be 
more broad based including greater represen¬ 
tation for the medium and small scale sectors 
of the industry. If necessary this Council shoul 
function through sub-committees constituted for 
major industries or allied groups of industries. 
The Council should meet bi-annually, or even 
oltener if necessary, and Zonal Commissioner’s 
should participate in the deliberations. (17.10) 

It would be appropriate to constitute Com¬ 
mittees at the Zonal level and to call them 
Zonal Advisory Councils on the lines of tire 
All India Central Advisory Council with Col¬ 
lectors fully participating in the deliberations. 

(17.11) 

It is not necessary to retain formally the Re¬ 
gional Committees currently constituted. Colle¬ 
ctors and other officers should, however, con¬ 
tinue to meet the industry periodically at diff¬ 
erent centres and at the meetings of the Cham¬ 
bers of Commerce and associations or federa¬ 
tions of trade and industry. There could also 
of course Ire special meetings for discussing the 
problems of particular sections of the industry. 

(17.12) 

Control Laboratories 

Control Laboratories, though created origi¬ 
nally for Customs wmrk, are performing im¬ 
portant functions in the matter of classifica¬ 
tion of excisable goods. During 1970-71, 1971- 
72 and 1972-73, 48%, 51% and 51% of the 
samples tested by Control Laboratories related 
to Central Excise. In several cases it was found 
that declarations furnished by the producers 
were wrong and goods produced were found on 
test to be liable to higher rates of duty. (18.1) 

Broadly, the criticism against the role and 
functioning of Control Laboratories centres 
round delays to which analysis of samples is 
said to be subject and the accuracy of the re¬ 
sults of tests carried out. While some of the 
causes for delay are susceptible of being recti¬ 
fied by issue of administrative instructions, 
there arc other deficiencies which need to be 
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looked into. Some of the laboratories which 
were created originally for Customs work have 
taken up work relating to excise samples and 
also assumed technical control on factories pro¬ 
ducing certain excisable goods. This has tend¬ 
ed to make them rather unwieldy. The Labo¬ 
ratory in Bombay is a case in point. It is cur¬ 
rently handling some 60 to 70 thousand sam¬ 
ples of which more than a third relate to Cen¬ 
tral Excise. This Laboratory should be split 
up into two units one dealing with Customs 
and the other with excise. The excise labora¬ 
tory can be located elsewhere. (18.2-18.5) 


Since the basic requirements of Excise and 
Customs for the purpose of carrying out tests 
are not materially different, and as long as the 
total quantum of work involved can be manag¬ 
ed by an existing laboratory, there is consider¬ 
able advantage in retaining the present com¬ 
posite character of the control Laboratories. 

(18.6) 


It is neither feasible nor necessary to make 
Control Laboratories self-sufficient in the matter 
of equipment and personnel needed for carry¬ 
ing out all the tests required in terms of the 
tariff. A vast majority of the tests required to 
be carried out are essentially chemical in 
character, while for others (of which the num¬ 
ber is reportedly not more than 2%) the labo¬ 
ratories have stabilised the necessary liaison 
with Government and semi-Govemment insti¬ 
tutions. In several cases it would be not only 
uneconomical but involve avoidable expendi¬ 
ture to equip the Control Laboratories with 
the paraphernalia for other tests. (18.7) 


The application of modem techniques of 
testing can help curtail the time involved in 
tests carried out through conventional methods, 
improve the accuracy of "*sults and step up 
overall efficiency of analytical work. Steps 
should be taken urgently to meet the existmg 
deficiencies of Control Laboratories and stream¬ 
line their working. The staff should be im¬ 
parted the necessary training in the National 
or Government Industrial Testing Labor a to- 


It has been urged that liavpig regard &>-me 
increasing volume of work .jvhich the Control 
Laboratories are expected* to perform, the Cen¬ 
tral Revenues Control Laboratory and the 
Regional Laboratories are wry inadequately 
staffed. It is not possible to* indicate-the' 
tent to which the existing personnel of the 
Control Laboratories needs to be augmented, 
but the matter needs urgent attention. Suitable 
action in this behalf should be taken after ap¬ 
propriate, and if necessary expert examination. 


Regional Laboratories which presently cater 
to the needs of the Central Excise Department 
or of both Customs and Central Excise should 
be placed under the administrative Control of 
the Zonal Commissioners. (18.11) 

Statistics & Intelligence Branch 

The status of this organisation should be 
raised to that of a full-fledged Directorate 
which may be called the Directorate of Statis¬ 
tics and Publications. (19-2) 

Some of the functions presently performed by 
the Directorate of Inspection (Customs and 
Central Excise) should be assigned to this 
Branch. Illustratively these are: those connect¬ 
ed with publication and maintenance of 
Manuals mid Books of Instructions, compilation 
and issue of quarterly bulletins and judgments, 
standardisation of forms and registers and other 
related items including the work of distribu¬ 
tion and publicity, for the performance of these 
functions the Branch would need to be streng¬ 
thened, with personnel of the number and 
quality needed. The delays now involved in the 
compilation of statistics raise several important 
questions concerning the receipt, consolidation 
and submission of periodical returns. (19.4,19.5) 

The scheme of Central Exchange envisages 
that one copy of the assessed RT 12 return 
together with enclosures (presumably gate pasv 
es, invoices etc.) will be forwarded to the head¬ 
quarters of the Central Exchange. It has been 
suggested that this will achieve the desired 
expedition in compilation. Since the checking 
and assessing of monthly returns takes a fairly 
long time the suggested procedure is not likely 
to obviate the delays to which compilation is 
now subject. It would be more appropriate 
if instead of sending gate passes, invoices, etc. 
to the Central Exchange the format of the RT 
12 itself is elaborated so as to provide 
such additional information as is sought to be 
gleaned from these documents. (19 7, 19.8) 

A copy of the RT 12 and other returns 
which are required to be mechanised should be 
sent immediately on receipt from the produc¬ 
ing unit to the Directorate. After cmopilation, 
the primary returns so received may be utilis¬ 
ed by the Central Exchange. Mistakes and er¬ 
rors discovered in the process of checking the 
returns in the Range, which even now are 
'communicated to the Branch through the suc- 
"-oeeding monthly return, can be brought to the 
'notice of the Central Exchange, if necessary, 
by the compilation unit. 

The present arrangement may continue 
whereby copies of basic returns are submitted 
to the Divisional office and the Chief Accounts 
Officer and, after consideration, to the Collec- 
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Concluding Observations 

In the Central Excise Department the pre¬ 
occupation of policy with raising more taxes 
and devising more exemptions is wholly under¬ 
standable. But this has not been matched by 
something equally important, namely, the cor¬ 
responding feed-back from the field and the 
necessary preparation at all levels, so as to en¬ 
sure that only the practicable is aimed at and 
what is aimed at is in fact implemented. In the 
suggestions made in this Volume, the Com¬ 
mittee has tried to harmonise the administra¬ 
tive structure with the broad requirements of 
tax procedure outlined in the earlier part of 
the Report. In the recommendations concern¬ 
ing the Central Board, the need to bring to¬ 
gether and combine within the functions of one 
Member the three aspects of tax policy, tax 
procedure and tax administration have been 
kept in mind. (20.2) 

The Committee has noted with some con¬ 
cern the growing gap of communication bet¬ 
ween the tax payer and the tax gatherer. In¬ 
dustry is on the whole justified in feeling that 
there is too much centralisation, that decisions 
are unduly delayed, and that even important 
problems fail to receive timely and adequate 
attention at different levels of the administra¬ 
tive structure. The proposals concerning the 
Board, the creation of Zonal Commissioners 
and the various directions in which it is sug¬ 
gested that field formations should be reorga¬ 
nised are designed to establish a closer rela¬ 
tionship between different units of the industry 
and different levels of the tax administration. 

(20.3) 

The recommendation concerning establish¬ 
ment of a Tribunal at the revision stage fol¬ 
lows from the same reasoning as underlies the 
institution of Appellate Collectors. (20.4) 

Efforts towards improving the tax system are 
seriously impaired by the shortage of qualified 


staff. The Committee has placed considerable 
emphasis on training and on the formulation 
of a proper policy concerning personnel man¬ 
agement in the Department. The Committee 
attaches great importance to the recommenda- 
tion that all personnel matters such as policies 
of recruitment, training, career development 
and staff welfare should be dealt with exclu¬ 
sively by one Member of the Board designated 
as Member (Personnel). (20.5) 

The recommendations set out in Volume I 
are designed to counter evasion by the intro¬ 
duction of a more effective deployment of 
trained man power, corresponding to the re¬ 
venue .significance of different categories of 
unit. Suggestions for the establishment of an 
idequate and efficient Preventive and Intelli¬ 
gence organisation as part of the total scheme 
have been elaborated in this Volume. (20.6) 

Audit Organisation of the Department is 
structurally inadequate and functionally in¬ 
effective. 

A radical transformation of the existing 
structure, including the constitution of an In¬ 
ternal Audit and Accounts Division in the De¬ 
partment, has been suggested. (20.7) 

It is expected that the recommendations 
made by us would lead to better deployment of 
existing resources, bring about a qualitative 
improvement in working, reduce the area of 
friction between the assessees and the Depart¬ 
ment, lighten the burden of both, and subs¬ 
tantially improve the career prospects of work¬ 
ing personnel in different grades. In absolute 
terms, the cost of collection would increase, 
but as a percentage of the revenue yielded by 
excise duties, the effect of the Committee’s re¬ 
commendations would at the most be marginal. 

( 20 . 8 ) 


MGIPCBE—S3—8 DCSI&CE/74—26-8-75—2000. 



